THE MINISTRY OF FINANCE 

Functions and Organisation .—The Ministry of Finpotion 
of special importance, for it is responsible for the regulation entire 

expenditure of the Government of India, for raising the necessary revenues 
and for its taxation and borrowing policies. Its functions, in relation to 
public finance are to advise, to authorise a.nd control in various fields of 
expenditure and to ensure the money required to meet all the liabilities 
•of Govermnert is available. In order to discharge these responsibilities 
the Ministry is divided into three main divisions: 

(a) The Expenditure Division, which is responsible for advising 

various Ministries of Government on questions . involving 
expenditure and to authorise and control such expenditure; 

(b) The Central Board of Revenue, which is responsible for the 

imposition and collection of taxes; and 

(c) The Finance Division, which is responsible for finance policy, 

currency, exchange control, public debt, inflation, etc., and 
the Reserve Bank, which has been recently nationalised. 

In addition there is a Budget Branch whose function is to coordinate 
the expenditure of Government with the- volume of receipts as a result of 
the general taxation and revenue raising policies of Government. 

2. The Expenditure Division is divided into 8 branches. One branch 
sided over by the Financial Commissioner for Railways, who is an 
cer of the status of Secretary to Government is responsible for can¬ 
ning railway revenues and expenditure; but as he is paid out of the 
ilway revenues, he is outside the purview of this Committee. Another 
ancli, which is responsible for Defence expenditure, is undar an officer oi 
e status of Additional Secretary, who is assisted by an Additional 
nanci&j Adviser of the status of Joint Secretary and a number of other 
ftcers. The remaining six branches are each under a Joint Secretary, 
hese Joint Secretaries are assisted by a number of Deputy and Under 
ecretaries dependent on the volume of work. There is one sanctioned 
oost of Additional Secretary for the Civil Expenditure Division but this 
ost has actually been utilised only for a brief period. 

The Finance Division is under an Additional Secretary and consists of 
o branches, External Finance and Internal Finance each under a Joint 
cretary, who are assisted bv a number of officers. 

The Central Board of Revenue consists of a Chairman and two mem¬ 
bers, the Chairman being an officer of the status of Additional Secretary 
and the members being officers of the status of Joint Secretary. The 
Board has a Secretariat and is responsible both for the framing of policy 
and for the administration of the big revenue earning departments, viz., the 
Income-Tax, Customs and the Central Excises departments. 

8. Unlike the working of the Provincial Governments and the Gov* 
ernments in some other countries, the Ministry of Finance handles 
revenue work along with the control of expenditure. The advantages of 
such an arrangement are obvious as a unified control of expenditure and 
of revenue secures an overall picture of the fluctuations in the receipts 
and expenditure of the Government throughout the year and should 



2 


therefore be conducive to better financial control. In view of the amount 
of work involved, we are providing for an Additional Secretary. 

4. Expenditure and Budget .—It is the responsibility of the Ministry 
of Finance to scrutinise all proposals involving" expenditure to ensure—(a) 
that the proposal merits expenditure from public revenues, (b) that it is 
economical, and (c) that funds can be found for it. The first two items 
are attended to by the Finance Officer dealing with the Ministry sponsoring 
the proposal. The third is the responsibility of the Budget Branch. 

Ail proposals are first required to have the concurrence of the Ministry 
of Finance. When the importance of a case justifies its submission to 
the Cabinet it is first shown to the Ministry of Finance and the case is 
submitted to the Cabinet along with the Finance Ministry's comments, 

5. Preparation of the Budget .—The Budget, which is prepared 
annually, consists broadly of ‘standing charges’ and new expenditure. 
Provision for standing charges like permanent establishments and interest 
on national debt is made on the basis of actual expenditure, to be incurred 
and where it is not possible to calculate the actuals, on the basis of the 
previous average expenditure. New expenditure may relate either to a 
continuation of operations from the previous year, in which case also the 
best assessment of the probable expenditure is made, or to schemes 
framed for the first time in which case they go to the Budget Branch 
after the approval referred to in the previous paragraph. Some time in 
the third week of December or the first week of January, the Budget 
Branch consolidates all expenditure proposals ancT a preliminary forecast 
of expenditure and revenue is submitted to the Hon’ble: Minister who 
decides, whether in view of the overall position, he should ask for a reduc¬ 
tion in expenditure. Any adjustments consequent on the directions given 
are settled in an inter-departmental meeting. For the year 1949 50 
however, the Government set up a Special Priorities Board for dealing 
w ith the problem. 

6- Supplementary Demands .—Apart from demands for expenditure 
that are thus reviewed by the Budget Branch before the preparation of 
the annual budget, proposals for additional expenditure 1 are submitted to 
the Ministry of Finance throughout the course of the year. It was com¬ 
paratively easy to deal with such demands as long as the Government 
was purely a Taw and order’ Government. But with the advent of 
independence find the coming in of a popular Government such control is 
proving much more difficult, for the principal object of Government is to 
raise the general standard of living of the common man as. quickly as 
possible. There is, at all times, a constant pressure from the Minstries 
for fresh funds for new schemes and this pressure is often so great that 
the Finance Ministry, unable to resist it, acquiesces in the demands and 
hopes to find the means of meeting it somehow. Under these conditions, 
there is no effective overall control and it is impossible for the Ministry 
of Finance to weigh carefully the relative importance of the various 
schemes competing for the available funds. 

7. Control by Legislature .—The budget is also the main vehicle by 
which the Legislature controls the activities of the Government. Consti¬ 
tutionally Government cannot spend any money unless the Legislature 
votes the grant. It is only after the annual budget* is approved by the 
Legislature that funds become available to the spending departments. 
At the clc.se of the year’s accounts, a statement of the “Appropriation 
Accounts and the Audit* Report” is compiled by {He Auditor General and 
placed before the Legislature and is examined by the Public Accounts 
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Committee to ensure that the expenditure has been incurred in conformity 
with the vote of the Legislature. But the piecemeal demand for funds 
throughout the course of the year after the budget-lias been voted renders 
this control o± the Legislature largely ineffective. Such of the demands. 
a.s are accepted by the Ministry of Finance and cannot be met by reappro¬ 
priations from anticipated savings out of grants already voted are 
authorised by that Ministry in anticipation of the sanction of the Legis¬ 
lature; and all such expenditure is put forward in the shape of supple¬ 
mentary demands to the vote of the Legislature in the last month of the 
financial year, when the Legislature has no option but to approve the 
expenditure already incurred ex^post facto . In the year 1948-49, against 
the original sanctioned budget of 245 crores the supplementary grants, 
amounted to Its. 89 crores, that is, about 27 per ceilt of the original 
sanction. 

8. A proper plan needed .—While the methods of control are thus 
defective, the Ministry of Finance is criticised by the administrative 
Ministries for the manner in which it deals with requests for funds. It 
is only to be expected that control by the Finance Ministry which has 
often to turn down schemes of expenditure for the very good reason that 
they are either uneconomical or that funds are not available should prove 
irksome but we were surprised at the vehemence of the criticism by some 
of the Ministries. The main reason for this appears to us to be the want 
of proper planning. Soon after the close of the war, the Government of 
the day believed that large sums of money will be available for develop¬ 
ment schemes and that, in order to avoid the anticipated slump and un¬ 
employment. it would be desirable to continue expenditure on a high level. 
The Provinces, as well as Departments of the Central Government were, 
therefore, asked to formulate large schemes of development on the basis 
that over a period of five years about Ks. 1,000 crores will be available 
for such expenditure. The position has radically changed since then. 
Many n*w activities of an essential nature, not under contemplation when 
the war ended, e.g., opening of diplomatic-missions, relief and rehabilita¬ 
tion of displaced persons, the Kashmir and the Hyderabad difficulties 
have resulted in considerable additional expenditure. On the other hand, 
the slump did not manifest itself and inflation became a live issue. For 
this and other reasons, Government have been forced to go slaw with their 
development programmes. But it does not appear that any clear indi¬ 
cation has been given to the Ministries of Government to re-orient their 
development programmes accordingly. Indeed, one of the complaints of 
Ministries was that they had no clear indication of the amounts that 
would be made available to them during the course’ of the next two or 
three years and that, in the absence of such an indication, they were not 
in apposition to formulate plans. It would be wrong to blame the Ministry 
of Finance only for the present policy of drift which seems to us to be a 
result of the refusal to fact the unpleasant and unpopular fact that 
development plans may have to be slowed down. 

9. The first requirement is, therefore, proper planning. It is realised 
that in an infant government faced with a number of complex political 
and social problems, it is not possible to include all new items of expendi¬ 
ture in the original budget estimates. These are prepared in the adminis¬ 
trative ministries as early as September or October of the preceding year. 
To expect that all new items, therefore, will be foreseen 18 months Earlier 
is to hope for too 1 much. The process of examining the requirements and 
adjudging priorities within the competing claims of the various Ministries 
will, therefore, have to be repeated during the course of the year. We 
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recommend that there should be a Committee which should meet at least 
twice a year and if necessary, every quarter, to consider all new schemes 
involving expenditure over a prescribed amount and to decide a relative 
order of priority. Ministries should be definitely told that no funds will 
be provided without the prior approval of such a Committee and the 
injunction should be rigidly enforced. The Committee should take into 
account the overall picture of revenue and expenditure as known at the 
time and fix priorities. We do not think that such a procedure will involve 
retardation of essential schemes as it should be possible to prepare 
development plans about six months in advance. 

10. Economic Committee of the Cabinet. —-Since our investigations 
began an Economic Committee of the Cabinet has been constituted and 
one of the Joint Secretaries of the Ministry of Finance is, for the present, 
acting as its Secretary. The Committee consists of the Honourable the 
Finance Minister as Chairman and the Ministers for Commerce, Industry 
and Supply, Labour, Food and Agriculture as members. The Honourable 
Minister for Transport is also a member in his personal capacity. The 
Committee is responsible for shaping the economic policy of Government 
including stops to combat inflation, the settlement of priorities in the 
matter of development schemes, etc. The Committee commenced work¬ 
ing only recent];: and its functions and methods would no doubt be en¬ 
larged in the light of experience. We have suggested elsewhere in our 
report the need for setting up a. Planning Commission to prepare an All- 
India plan of Development and to progress development schemes of the 
Central Government and suggested that this work could perhaps be under¬ 
taken by the Economic Committee. The scrutiny for purposes of 
budgetting referred to in the previous paragraph and the work of the 
Planning Commission overlap to a considerable extent. This work, there¬ 
fore. may also appropriately be entrusted to the Economic Committee. 

1L Improvement in method# of control by the Legislature. —The 

present position in which a Substantial proportion of the expenditure is 
incurred in anticipation of the sanction of the Legislature can only be 
remedied if the Legislature agrees to meet to consider and vote the addi¬ 
tional supplies required by Government once or twice within the course 
of the financial year. In the alternative, Standing Finance Committee 
should be re-constituted and authorised to consider supplementary 
demands on behalf of the Legislature and to permit Government to incur 
expenditure in anticipation of the formal vote of the Legislature. 

12- Control over disbursement .—These measures will not be effective 
unless there is proper control over disbursing officers. There are numerous 
Government officials all over India who as “drawing officers” are autho¬ 
rised to draw funds from the treasury and make payments on behalf of 
the Central Government. It is the responsibility of the drawing officer 
to see that he does not exceed the sanctioned grant. But the Treasury 
Officer cannot refuse to honour a demand made by the drawing officer. 
This has resulted in drawing officers frequently drawing funds in excess 
of what even the Ministry of Finance, apart from the Legislature, has 
approved and in their continuing to entertain staff without proper sanction. 
It is only in respect of ga&etted officers who draw their own pay bills that 
the Accountant General is in a position to refuse payment. The result 
is that even the Ministry of Finance is verv often reduced to the position 
of regularising expenditure already incurred. The remedy is to intimate 
to each drawing officer the amount he is entitled to draw and to forbid 
him to draw in excess of that amount. Along with each bill \*hich a 
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drawing officer submits to the treasury he should be> called upon to for¬ 
ward a statement showing the amount up to which ne could draw, the 
amount already drawn and the balance available. The treasury officer 
should be authorised to stop payment when the sanctioned amount is 
exhausted. Of course, for such a system to work, there whi have to be a 
greater sense of diligence and energy on the part of higher officers both 
in the administrative departments and in the Ministry of Finance in 
dealing with requests for additional funds. We feel that the rigid enforce¬ 
ment of the above rule will have the indirect effect of toning up the 
administrative and the finance hierarchy and of improving the despatch 
of business. We recommend that the Ministry of Finance should examine 
in consultation with the Auditor General the issue of instructions on these 
Jin as. 

IB. Surrenders by the Central Public Works Department. —At present 
the Ministry of Works, Mines and Power have to surrender large amounts, 
annually because the Central Public Works Department are usable to 
utilise all the funds placed at their disposal. This is an unsatisfactory 
feature. We have considered this point in detail in our report on the 
Ministry of Works, Mines and Power and have recommended that the 
sanction obtained by individual Ministries for, -incurring expenditure on 
major projects should be consolidated by the Ministry of Works, Mines 
and Power in consultation with the Central Public Works Department 
and the Ministries in order that only the amount which the Central Public 
Works Department can spend in the succeeding year is included in the 
budget. 

14. Financial Advisers for every Ministry. —The second important fact 
that arises from the complaints voiced against the Ministry of Finance is 
that these complaints are more frequent and vehement in .Ministries in 
which there was not a tradition of financial advice, whereas the relations 
between Finance and Ministries which had such a tradition have generally 
been cordial. This holds true of Ministries which incur the heaviest 
expenditure, e.g., Defence, Industry and Supply and Communications. 
The tradition in these Ministries has been to associate the representatives 
of Finance from the very inception of any schemes that originate in the 
Ministry. The Finance Officer, therefore, becomes an integral part of the 
Ministry itself and is not looked upon with, the same hostility as he would 
incur if he appeared only in the role of a privileged critic after the Ministry 
had formulated its schemes, as happens in Education, Health and Agri¬ 
culture. In view of these considerations we suggest that the designation 
of the Joint Secretaries should be altered to Financial Advisers with 
corresponding changes at lower levels. Together with the change of. the 
nomenclature, there should also be a change in the method of approach 
to the problem. The Finance officer should be associated with the 
schemes of the Ministry in the deliberative and formative stages and the 
Ministry should be encouraged to consult him before they make any 
detailed calculations. If a scheme has no chance of ever receiving finances 
to the dimensions contemplated it will obviously save labour and sub¬ 
sequent frustration if the Finance Officer was able to cut short further 
elaboration. 

15. Powers of Financial Advisers. —But there is one complaint which 
should be taken note of and that is that powders in respect of certain 
matters have been withdrawn from the Finance Officers accredited to the 
various Ministries, and centralised in the Establishment Branch of the 
Finance Ministry. All proposals for staff required by the Ministries are 
required to be submitted f or consideration by the Establishment Proposals 
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Committee under the Joint Secretary (Establishments), who also deals 
with certain other patters in which central coordination is sought namely, 
fixation of pay otherwise than in accordance with the rules, relaxation of 
statutory rules, e.g., travel by air when the officer concerned is only 
entitled hi travel by rail. This system started on the theory that estab¬ 
lishment work relating to all Ministries should be centralised in one place 
to achieve better coordination. The modus operandi only makes it 
cumbersome. The Establishment Proposals Committee has perforce to 
consult the Joint. Secretary of the Einance Branch dealing with the 
Ministry on an} proposals for staff. On the other ha^id, the Ministry 
has to explain its case to a person not intimately acquainted with its 
work and consequently enter into a good deal of lengthy and avoidable 
correspondence. Unless it is contended that the Joint Secretary of a 
branch will be inclined, to accommodate .the Ministry to which he is 
attached against his better judgment, the present arrangement should be 
unnecessary. The main object of attaching a Joint Secretary to certain 
groups of Ministries is to allow him to take & final decision in all financial 
matters relating to these Ministries, after fully appreciating the needs of 
the Ministries concerned. This object is defeated if his powers are circum¬ 
scribed. ' We recommend that Joint Secretaries attached to the various 
Ministries (Financial Advisers) should he fully empowered to deal with 
all matters relating to the Ministries to which they are attached and the 
Establishment Proposals Committee wound up, 

16- Delays in obtaining Financial Sanction .—Another complaint is 
about the delay that occurs in obtaining financial sanctions. It has been 
alleged that in some cases such delay has resulted in financial loss. It 
can be readily conceded that in a sellers market delays in giving sanctions 
may often lead to higher prices at later dates. Also, delay may cause 
other losses. One example brought to our notice was that of a sanction 
for supplying material worth Its. 1 crore to educational institutions from 
the stores lying with the Disposals Organisation of the Ministry of 
Industry and Supply. In this case also a grant was agreed to a long time 
ago but the financial procedure has not been settled and the educational 
institutions have not received the equipment which continues to deteriorate 
in the Disposals Depots. Our general impression of the working of ihe 
Expenditure Division is that although they~undoubtedly save a great deal 
of wastage in Government transactions, their methods over certain fields 
of activity are ritualistic and ineffective rather than intelligent and pro¬ 
gressive. This attitude seems to us to be partly the result of w r ant of 
proper planning, on which we have already commented. We hope that, 
as already recommended, a broad plan would soon be drawn up, and then 
the Ministry of Finance would approach their task more in a spirit of 
constructive assistance rather than of obstructive criticism. They should 
take a broad oveiall picture of the cases sent to them and the tendency 
for deferring a decision bv the insistence of procedural necessities or for 
w y ant of meticulous information should be curbed. The close- association 
of the officers of the Finance Ministry at the stage of the formulation of 
schemes should go n long wav to achieve this. Also, proper training to 
the officers of the Ministry of Finance*, particularly nrovision of facilities 
to obtain an insight into the working of the administrative departments 
whose schemes they would have to consider, should be of great assistance. 

17. Another matter relates to the sanction of temporary staff. 
Ministries and offices have certain powers delegated to them in this 
respect; but these powers are infructuous in the absence of a budget 
grant. We suggest that a small grant varying with the needs of the 
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individual Ministries should be provided for the specific purpose» of enter¬ 
tainment of temporary staff for short periods within the powers delegated. 
To prevent the abuse of such a system by the continued employment of 
the same individual over long periods in posts sanctioned icr short periods 
at a time, we suggest that the employment of any singLe individual in a 
post paid for from this grant for an over all period in excess of six months 
should be forbidden. Where such continuation is considered necessary 
the sanction for the post should be obtained from the Ministry of .Finance 
in the ordinary course. 

IB. Exemption frpm Expenditure Sanction .—It has been represented 
to us by a number of Ministries that one solution to the retarding effect 
.of the existing Financial procedure will be to allow the Ministry full scope 
to work within their budget allotment under each grant with the assistance 
at the most of a Financial Adviser attached to the Ministry, but one who 
will still be responsible ultimately to Honourable Minister for Finance. 
We have examined this possibility and whereas we certainly contemplate 
an organisation in the Finance Ministry which will be increasingly asso¬ 
ciated with the deliberations of other Ministries, we cannot recommend 
that the entire amount budgeted should be available to the Ministry with¬ 
out further scrutiny by the Finance Ministry. The main reason for holding 
this view is that Budget Estimates are framed as far as 18 months before 
the actual requirement materialises. It is not possible for Ministries to 
prepare their es-limi|tes so early with any grekt accuracy over the whole 
field of their activities. Lack of availability of material or personnel or 
other unforeseen demands of greater urgency only too frequently intervene 
to alter the picture presented in the original Budget. Also a detailed 
‘Scrutiny of all the requirements is not possible at Budget time. An 
expenditure sanction distinct from the Budget provision is, therefore, 
inevitable. 

19. Development Funds .—We feel, however, that it would be an 
advantage if Ministries with large development programmes like 
Industry and Supply, etc., are permitted to ^create development fur.ds 
out of the amounts appropriated in any year for thedr development schemes 
instead of permitting the unspent amount to lapse, as at present. These 
schemes are generally spread out over a number of years and if a fresh 
justification has to be made out for the amount- which will be required in 
any given year the same case may have to be represented over and over 
again to the Finance Ministry. The obtaining of capital stores, machinery 
or other equipment from abroad usually takes more than one year and under 
the oresent system the Ministry has to approach the Finance for approval 
and funds both iv the year, in which the order is placed and in the year 
when delivery is taken. Our proposal will obviate frequent reference to 
the Finance Ministry in respect of the'same project. Also once the 
administrative Ministries know that a grant is no% going to lapse, they 
will not be in a hurry to spend the amount placed at their disposal before 
the end of the financial year but will plan so as to obtain the best results 
out of it. We feel that the adoption of such, a scheme will help in the 
development of a financial conscience anff sense of thrift in the adminis¬ 
trative Ministries. 

It has been argued that* this recommendation is retrograde as it will 
result in the locking up of substantial amounts of Government funds. 
When once the Government agrees to the execution of a scheme it under¬ 
takes to find the requisite funds and, save in exceptional circumstances, 
the funds so agreed must be made available. No long-term planning is 
possible if an administrative Ministry is not sure of the 'extent to which 
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funds are available to it. It has also been suggested til at this system- 
will lead to* a laxity of parliamentary control and Parliament will be called 
upon to vote sums calculated on an empirical basis and not the moneys 
actually required. This argument is also untenable as the proposal is ro 
fund moneys voted against specific schemes, which have b ;en approved 
and an account of amounts to be drawn from these funds will be presented, 
as part of the budget. 

20. Compilation of Compendium of Hides and Regulations *—Another 
matter requiring attention is the necessity of having an authoritative com¬ 
pendium of various rules and regulations issued by the Ministry of Finance 
together with subsequent mles and interpretations. Such a volume of 
the Fundamental and Supplementary Rules is brought out by the Account¬ 
ant-General, Posts and Telegraphs. But neither the Finance Ministry 
nor any othirr authority have brought together similar information for the 
Civil Service Regulations.. As♦ regards other similar manuals, up-to-date 
publications are not available. Early steps should be taken to bring cut 
handy authority the volumes of the various sets of rules and regulations 
issued by the Finance Ministry to ensure quick and efficient disposal of 
cases and decrease the total quantity of work by preventing unnecessary 
references. Also, procedural rules regarding pensions which have not been 
revised since e long time have resulted in frequent long delays in the 
sanctioning of pensions and cases arc not unknown which are not settled 
for two years or more. We recommend that the Ministry of Finance 
should examine these matters in consultation with the Audi tor-Gen era! 
and evolve a simplification of the procedural rules so as to obviate these 
delays. 


STAFF OF EXPENDITURE DIVISION 

21. Expenditure ( General) branch .—This branch looks after all the 
Ministries for which no other Joint Secretary has specifically been nomi¬ 
nated, namely, Agriculture, Education, Health, Works, Mines and Power, 
Home Affairs, Law, the Department of Scientific Research, Food and the 
province of Delhi. It is incharge of a Joint Secretary who is assisted by 
5 Deputy Secretaries and 6 Under Secretaries. One of the Deputy Secre¬ 
taries acts as Financial Adviser of the Chief Commissioner for the Delhi 
Province and sits in Old Delhi. Another Deputy Secretary is located in 
the Food Ministry. 

The Ministries of Law and Home Affairs do not generally give any 
appreciable work but the work in the Ministry of Works, Mines and Power 
which is responsible, for large expenditure through the Central Public Works 
Department, the Central Water Power Irrigation and Navigation Commis¬ 
sion and the Central Electricity Commission, is of growing importance. 
The Ministries of Agriculture, Education and Health as also the Depart¬ 
ment of Scientific Research have large development programmes which 
throw up a considerable volume of work. The charge is too heavy for one 
Joint Secretary. We recommend that he should be relived of the work 
relating to the Ministries of Works. Mines and Power, Food and the 
Department of Scientific Research. 

In order to establish close liaison with the Ministries of Agriculture, 
Education and Health and to provide them with financial advice on their 
development schemes, we consider that one of the Deputy Secretaries in 
this branch should be located geographically near the Ministries and the 
Ministries encouraged to consult him in formulation of their schemes from 
an early stage. 
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22. Establishment Branch. —This branch is incharge of one Joint 
Secretary, 3 Deputy Secretaries and 7 Under Secretaries. Of these posts, 
one post of Deputy Secretary is vacant. Of the remaining two Deputy 
Secretaries, one looks after the implementation of the recommendations of 
the Pav Commission as well as finance regulations. The work relating to 
recommendations of the Pay Commission is practically complete but the 
interpretation of rules and regulations is of considerable importance and 
requires a good deal of expert knowledge. The other Deputy Secretary is 
responsible for ail establishment problems and the administration of the 
Finance Ministry, the Establishment Proposals Committee (which deals 
with establishment proposals from the. various Ministries) and all estab¬ 
lishment work' of the States and External Affairs Ministries and offices 
under their control. We have already commented on the work of the 
Establishment Proposals Committee and recommended that all establish¬ 
ment matters relating to Ministries should be entrusted to the Financial 
Advisers attached to the individual Ministries (Para. 15 ante). The 
establishment matters pertaining to organisations under the States and 
Externa] Affairs Ministries should also be relegated to the States and 
External Affairs branch. 

With these changes there will not be adequate work for the Joint Secre¬ 
tary incharge of this branch. We suggest that he should take over from 
the Joint Secretary (General) the work of Works, Mines and Power, Food 
and the Department of Scientific Eesearch. 

In view of the number of schemes involving heavy expenditure in the 
Ministry of Works, Mines and Power, we consider that one of the Deputy 
Secretaries should be allocated to that Ministry as Financial Adviser. His 
assistance would also be of value to that Ministry in examining the 
development schemes forwarded by Provinces and States. 

We do not recommend any change in the present position under which 
a Deputy Secretary is attached to the Ministry of Food as their Financial 
Advisor. 

The Joint Secretary himself should look after the work of the Depart¬ 
ment of Scientific Eesearch, which is a small but important Department. 

It has been represented that there are a number of intricate establish¬ 
ment cases in which an overall uniform policy is necessary e.g., fixation of 
initial 1 pay in the time scale of over-age recruits to the Indian Administra¬ 
tive and other Services. Such cases should be dealt with by the Joint 
Secretary concerned. There may, however, he cases where it would be 
desirable to ensure that the Financial Advisers to the individual Ministries 
do not follow different practices. This can best be achieved by arranging 
for periodical meetings of the Financial Advisers. The agenda for such 
'meetings should be prepared by the Under Secretary Co-ordination who 
is placed under the Secretary himself. 

23. Industry and Commerce Branch .—This branch looks after the 
Ministries of Industry and Supply, Commerce and Labour. It is in charge 
of a Joint Secretary who is assisted by 4 Deputy Secretaries, 7 Under¬ 
secretaries and 3 Deputy Assistant Financial Advisers. In addition, there 
is a Chief Cost Accounts Officer, 3 Cost Accounts Officers and 2 Assistant 
Cost Accounts Officers at New Delhi and 2 Cost Accounts Officers at 
Bombay, who are attached to the Tariff Board. 

This Branch was started during the war in order to provide financial 
advice to the then Department of Supply. The peak strength of this 
Branch was reached in 1944-45 when it consisted of 44 Gazetted Officers 
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and 430 Non-Gazetted staff. With the termination of the. war, the Branch 
as re-organised and its strength reduced. At present, it cons sts of 26 
Gazetted Officers and 173 Non-gazetted staff, and the Branch has taken 
over the work relating to the Ministries of Commerce and Labour. 

Of the 4 Deputy Secretaries, one Deputy Secretary is attached to the 
Director General, Disposals. We have recommended elsewhere that the 
stores in the Disposals Depots should be liquidated as early as possible. 
The Ministry of Finance accept that this Deputy Secretary’s post can be 
dispensed with at the latest, by the end of December 1949. We recom¬ 
mend that the post should be abolished at the latest by that date. 

Another Deputy Secretary is at Calcutta to look after eases from the 
Iron and Steel Controller, the Coal Commissioner and the Regional Commis- 
s.oner, Disposals. The work is not sufficient enough to justify a separate 
Deputy Secretary. The post should be downgraded to that of an Under¬ 
secretary . 

Of the remaining two Deputy Secretaries, one is attached to the. 
Director General, Industry and Supply, while the other assists the Joint 
Secretary in charge of the, Branch. We consider that the latter should be 
located near the Ministries of Commerce and Labour so as to act' as 
Financial Adviser to these Ministries. 

Of the two Under-Secretaries and 2 Assistant Secretaries at head¬ 
quarters, the Ministry of Finance has agreed that one post can be 
dispensed with by the end of July 1949. The post shouM be retrenched 
by that date. 

24. State a and External Affairs Branch —The Crown Representative 
had a Finance Officer to advise him on financial matters in Ids relation 
w'th the States. That Officer Worked independently of the Finance 
Department. With the abolition of paramountev and the liquidation of 
the Political Department, the post of Crown Finance Officer was replaced 
by a post of Jomt Secretary to wind up the affairs of the Political Depart¬ 
ment. This officer was later entrusted with the duty of giving financial 
advice to the Ministry of External Affairs. He was assisted by two Under 
Secretaries. 

Recently, the post of Joint Secretary in charge of the States and 
External Affairs Branch and the post of Joint Secretary in charge of the 
Relief and Rehabilitation Branch were, amalgamated. The Ministry of 
Finance state that the combined charge has proved too heavy for one 
officer. 

We have already recommended that all work relating to establishment 
of the States and External Affairs Ministries and of the offices under their 
control should he transferred to the Financial Adviser of these Ministries 
including all Establishment work. The States Ministry wil'l also require 
assistance from its Financial Adviser in implementing the recommendations 
of the Committee, which has been set up for the integration of States 
finances with those of the Central Government. Taking into account the 
extra work which wdl thus devolve, we feel that a Joint Secretary should 
continue to remain in sole charge of this branch. 

25, Relief and Rehabilitation Branch .—This Branch was created to give 
financial advice to the Ministry of Relief and Rehabilitation and consists 
of one Joint Secretary, one Deputy Secretary and 2 Under/Assistant 
Secretaries. With the completion of evacuation of Hindus and Sikhs from 
West Punjab; the evacuation work has been practically completed. The 
Ministry of Relief and Rehabilitation will, however, still require financial 
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advice on important ^problems relating to the rehabilitation programme. 
The Inter-Dominion negotiations relating to the exchange of property are 
alfeo likely to raise complicated financial issues. As already stated above, 
the Ministry of Finance tried the experiment of combining the post of 
Joint Secretary in charge of this branch with the post of Joint Secretary 
in charge of the. States and External Affairs branch but found the charge 
too heavy. In view of the volume of work still to be done, we feel that a 
separate Joint Secretary will be required by the Belief and Rehabilitation 
Branch. We, however, expect that by July 1950 the work in both the 
Relief and Rehabilitation as well as States Branches will have considerably 
decreased and one of the posts of Joint Secretaries can then be abolished. 

26. Communications Branch .—We have no modifications to suggest in 
the organisation or staff of this Branch which is responsible for. dealing 
with the financial proposals from the Min*stries of Communications, 
Transport and Information and Broadcasting. We suggest, however^ that 
the Ministry of Finance should arrange in consultation with the .Ministry 
of Information and Broadcasting that cases of the All-India Radio 
requiring financial) sanction, which do not raise policy issues, may be dealt 
with in direct correspondence between the Director General A11-India Radio 
and an Assistant Financial Adviser. 

27. Defence Branch .—This branch consists of. one Financial Adviser of 
the status of an Additional Secretary, one Additional Financial Adviser of 
the status of a Joint Secretary, one Joint Financial Adviser, 9 Deputy 
Financial Advisers, 26 Assistant Financial Advisers and 8 Deputy Assistant 
Financial Advisers- It is responsible for the scrutiny and sanction of all 
expenditure debitab?e to Defence Estimates. It prepares the defence 
budget. Since the termination of the war, ordnance factories, which were 
till then attached to the Ministry of Industry and Supply, were transferred 
to the Defence Ministry and the expenditure' on ordnance factories is now 
the responsibility of the Financial Adviser, Military Finance. The Finan¬ 
cial Adviser is also in administrative control of the Military Accounts 
Department, the expenditure on which is however debited to Defence 
Estimates and is, therefore, outside our purview. 

The arrangement of vhrk in this branch is that in any case where there 
is a difference of opinion between the administrative and financial autho¬ 
rities, the orders of the Defence Minister are obtained. If, however, the 
Financial Adviser is not satisfied with them, he can require that the 
proposals shall be submitted to the Finance Minister. The designation of 
Financial Adviser emphasises the advisory, as distinct from the restrictive, 
functions of Finance. It is in this capacitv that the Financial Adviser is a 
member of the Defence Minister’s Committee and he and Irs officers are 
normally invited to sit on all high-level Committees in the Defence Ministry 
to discuss important proposals. 

We have carefully considered the set up of this branch. The Financial 
Adviser, Military Finance, was until the. 1st May 1939 of the status of a 
Joint Secretary although his pay even then was fixed at Rs. 3,250 and he 
enjoved a higher rank in the warrant of precedence. Consequent bn the 
modernisation scheme knowm as the Chetwood Report, the post was up¬ 
graded to that of an Additional Secretary. The defence budget was then 
stabilised first at Rs. 45 crores and subsequently at Rs. 55 crores. The 
defence needs of a sovereign independent country will be much greater 
than the requirements of pre-independence India. The Finance Organisation 
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responsible to scrutinise the Defence expenditure has therefore a special: 
responsibility and must be equipped to discharge it fully- 

There has already been considerable retrenchment in this division from 
the peak period of the, war vide table below:— 


Present 

Designation of Establishment at it 5. sanctioned Reduc- 

appoiit nent. peak during the war strongth tio:i. 

on 1-12-48. 


I. 

Financial Adviser 

1 

1 


2. 

Additional Financial Advbers 

3 

1 

2 

3. 

Joint Financial Adviser 

1 

1 


4. 

Deputy Addl. Dy. Finaeial Advi-erv, 

15 

9 

6 

5. 

Regulation Officer. 

1 

1 

Post held in 
abeyance. 

6. 

A distant Financial Advisers 

33 

2f> 

7 

7. 

Deputy As istant Financial Advise s 10 

8 

2 

8. 

Superin tendents. 

16 

16 


9. 

Assistants-in-Charge and Assistants 224 

179 

45 

10. 

Clerks. 

227 

134 

93 

11. 

Stenographers. 

24 

21 

3 

12. 

Confidential Assistants. 

i 

1 

3 


Keeping in view the needs of the future and the expenditure on 
Defence, we consider that Large-scale economies will not be in the interest 
of sound finance. We consider, however, that one of the twfo Deputy 
Financial Advisers on the Budget side should be surrendered by August 
1949 and 1 Deputy Financial Adviser (AG) should be surrendered on 
completion of the pension work. 

FINANCE DIVISION 

28. External Finance Division .—The External Finance Division is 
looked after by a Jhinb Secretary assisted by two Deputy Secretaries, two 
Under Secretaries and three other officers. This branch originated during 
the war years but its present work may be said to be entirely a consequence 
of IndVs new status. .Before the 15th August 1947, the rupee was linked 
to the sterling and the foreign exchange policy of Government was worked 
through London. Even now a considerable amount of India’s currency 
reserves are locked up in sterling while, the need for dollars to meet the 
food, industrial and commercial requirements of the country is growing. 
A budget of foreign transactions has, therefore, become a live issue and it- 
is the responsibility bf the External Finance Division to prepare this 
budget and to secure adequate, foreign currency for our needs. This 
involves, on the one hand, the regulation of import and export policy, parti¬ 
cularly as between “soft’' and “hard” currency areas and a careful watch¬ 
ing of the balance of trade with countries in a special position like Japan 
and on the bther, a careful watch over the expenditure of “hard and soft”' 
currency including invisible payments such as those required for scholars,. 
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tourists, family remittances, etc. Long-range'planning and investment of 
.foreign capital in India, loans from International Monetary Fund etc. are 
also the responsibility of this Division. 

One Under Secretary and a Research Officer are in charge of research 
and statistical branches including collection of statistics relating tfo balance 
of payments, currency and coinage, gold and silver, sale of foreign currency 
etc. and the study of important economic financial and monetary problems 
like the European Recovery Programme. We should have thought that 
these, functions pertained tfo the Economic Adviser to the Ministry. This 
work should be ► transferr ed to him. 

One of the Deputy Secretaries is in charge of the above work and in 
addition deals with special problems relating to the periodical negotiations 
with the U. K. regarding releases of sterling balance, loans from the 
International Monetary Fund, etc. This officer clfoes not seem to be fully 
employed. In view, however, of the fact that this branch is dealing with 
a new line of work of great complexity, we do not recommend the. retrench¬ 
ment of this post. The set up for this Branch should be as in the annexed 
chart. 

29- Internal Finance Division .—This Division is in charge of a Joint 
Secretary, one Deputy Secretary and two Under/Assistant Secretaries. 
The main items of work are Finance policy including combating of inflation, 
grants of loans to provinces in furtherance of their development schemes, 
etc., Banking including the control of the Reserve Bank fof India and the 
control of capital issues. This Division is also responsible for the adminis¬ 
tration of Mints and the Security Printing Press. The ways and means 
operations of Government are regulated from this Division in consultation 
with the Budget Branch. 

Since four investigation began the Joint Secretary incharge of this 
branch has been appointed to act as Secretary of the Economic Committee 
of the Cabinet. As the work of that Committee, gradually develops it does 
not seem probable that one Joint Secretary will be able to look after both 
the ufork of that Committee and of this Division. 

For the purpose of the control of Capital Issues, the Joint Secretary is 
assisted by a separate office consisting of one officer of the status of 
Deputy Secretary. There is, at present, very little work for this Office, and 
recently some of the work from the Internal Finance Branch, e.g. scrutiny 
♦of reports of'bank investigations, has been transferred to this Office. It 
was also urged that the recent law limiting dividends as also the policy 
regarding foreign investments is likely to give additional work. In our 
view, the volume of work does not justify the employment of an indepen¬ 
dent officer. This work should be looked after by an Under-Secretary in 
the Internal Finance Branch, as indicated in the chart. 

Taking, an ([overall picture of the Finance Division, we do not consider 
that there is justification for one Additional Secretary and two Joint 
Secretaries. We recommend, therefore, that there should be one Addi¬ 
tional Secretary to look after both the Finance and Revenue Divisions. 

80. Economic Branch .—There is an Economic Adviser in the Ministry 
of Finance but it does not appear that this Officer is being fully utilised. 
We have already pointed out that some of the work that appropriately 
pertains to this Branch is, at present, being done in the External Finance 
Branch and that work should be transferred to this Branch. Moreover, 
the Statistical and Economic Investigations for which the Reserve Bank 
are maintaining a large establishment, should be made use of by the 
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Miniutiy. A re-organisation of this branch is under contemplation; but 
it will be necessary to ensure that the work whicn is already being done 
by the Beserve Bank etc., is not duplicated. 

The Ministry of Finance have stated that for the present they would 
require one Under Secretary and six Besearch Officers in this Branch. 
Along with the w'ork from the External Finance oranch, this Branch will 
be receiving one Under Secretary and one Besearch Officer. Besides, 
there are already two Besearch Officers in the Branch. Three more posts 
of Besearch Officers may therefore be sanctioned. 

31. Set up of the Ministry .—In the light of the above recommendations, 
the proposed set up of the Ministry should be as indicated in the chart 
at- Aimexure 1. The existing set up of the Ministry is shown at Aunexure 

II. 

NATIONAL SAYINGS BUREAU. 

32. This office was set up to encourage the small investor to save and 
to invest his savings in government securities. At one time, there was 
a National Savings Commissioner under whom were Provincial National 
Savings Officers and Assistant National Savings Officers. Under these 
were authorised agents who were paid 2-i j)er sent commission on the 
amount of National Savings Certificates they sold The Postal Depart¬ 
ment is paid a fee of 4 as. 3 ps. per transaction. The system of 
authorised agents was abolished from the 1st June 1948 and was replaced 
by full-time salaried government officials known as District Organisers. 
The headquarters organisation has been augmented by the addition of a 
Deputy National Savings Commissioner and a Secretary. 

33. The following table indicates the net amounts invested annually 
since 1 939-40 in the various types of investments open to the small 
investor: 


Table showing the net amounts invested in various securities . 


Year 

1 

Post 

Office 

Savings 

Bank 

Deposits 

2 

Defence 

Savings 

Bank 

Deposits 

3 

Oa»h 

certifi¬ 

cates. 

4 

! 0 years 
Defence 
Savings 
cortif i - 
cates 

5 

12 years 
National 
Savings 
certifi¬ 
cates 

r> 

Indian 

States 

certifi¬ 

cates 

7 

Net 

effect. 

8 

1938-39 

+ 4*4 


(Jn. crores of rupees) 

“0* 6 



+3*8 

—61 

1939-40 

-3*6 


“2*5 




—26*5 

1940-4] 

-18 8 


- io*o 

+ 2*3 



—13*3 

1941-42 

— 7*4 

+ 01 

- 8 0 

+ 2*0 



—2*8 

1942-43 

4-0 1 

+ 0 3 

“4*4 

+ 1-2 



+ 25*8 

1943- 44 

1944- 45 

4-12*0 
+ 16 0 

4.-3 fi 
+ 4*5 

+ 01 
-4] 2 

4-1*4 
- 0 • 5 

+ 8*7 
4 -19*4 

+0*1 

+ 40*7 
4-62-3 

1945-46 

4-34*8 

+ 2'0 

4-2-9 

0-5 

+ 22*9 

+o*2 

1946-47 

+ 15-2 

+ 0-4 

+ 0-5 

-0-7 

4-19*1 

+ 0-2 

+34*7 

1947-48 

+ 15*7 

— 2*9 

-4 6 

“0*8 

+ 14*5 

4-21-9 

1948-49* 

+ 1»*8 

0 9 

-4*4 

0-4 

+25*6 


4-38*7 


* Figures for II months for 194S-49 only were available. 12/11th of these figures 
have been adopted for purposes of comparison. 
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34. The following conclusions can be drawn from these figures *. 

(i) The withdrawal of monies invested by the small investor with* 

Government which started soon after the outbreak of the war 4 
was arrested by the year 1948-44. T'rom that year, the 
investments continued to increase m 11 the termination of the 
war in 1945-46. 

(ii) With the termination of the war, there was a sudden slump in 

the amounts invested. In spite of all the efforts made by the 
National Savings Bureau, even now the total investments 
have not reached the peak figure of 1945-46, though the 
investments in i 948-49 show an upward trend. 

(iii\ While there has been no increase in total investments, the 
National Savings certificates have, because of the better yield 
they offer, gained at the expense of the Post Office Savings 
Bank. Also the closure of the Defence Savings Bank and 
the abolition of the Defence Savings and Postal Cash Certi¬ 
ficates have diverted funds to the National Savings Certificates. 

(iv, The abolition of the commission agents has not made any. 
to tha sal pr._ 

1 • Substitute the following for paragraph 35 of the tee 


ff 35, The set-up is apparently on a very cos 
basis /“costing nearly Rs, 40 lakhs per 
and we -do not think that it should coni 
on so large a scale. No doubt some- pre 
should be carried on from the Centre tc 
public interested in investing their si 
funds in National Savings Certificates; 
that could very well be done by a nucle 
organisation at the Centre which should 
on the work of educating the public, T 
be done . or a suli of about Ks, 5,00,000 
We therefore suggest that a nucleus org 
uay be kept and all other posts includi 
Provincial organisations be done away w 

general public; and 

(e) Assaying of gold and silver, examination of counterfeit coins etc. 

37. Growth in staff and expenditure .—The most important work is that 
of minting government coins. Pre-war, each mint was turning out about 
0*45 million pieces per day. During the war the work considerably in¬ 
creased and the peak of production was reached in 1944-45, when 2150 
million pieces were minted. At present, about one million pieces are 
being minted every day in both the Mints and the establishment is about 
2*5 times the pre-war strength. The increase in expenditure has also* 
been considerable as indicated below: — 

R<*. Rs. 

1938-39 1948-49 

9,88,000 53,12,000 

9,50,000 43,13,000 


Bombay 

Calcutta 
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The increase is largely on temporary establishment (for which the 
large labour force is mainly responsible)- The total labour employed, both 

skilled and unskilled, in Bombay and Calcutta Mints is 2,(526 men and 
2,604 men respect.vely. 

38. Programme of Minting .—The average annual requirement of coins 
is about 400 million pieces. The demand for coins was recently revised 
by the Ministry of Finance in consultation with the Reserve Bank and 
it is estimated that in the next year 520 million pieces will be necessary. 
The increase is mainly ascribable to the decision to speed the withdrawal 
of nickel-brass coins forthwith and also to the speeding up' of the with¬ 
drawal of quaternary silver coins. In the near future coins of new 
design are intended to be introduced and it is, therefore, wrong in our 
opinion to mint a large number of coins of the present design which will 
soon become obsolete. There is also no urgency for the withdrawal of 
the quaternary silver coins as the plant for recovery of silver from these 
coins is not yet ready and the two mints already hold sufficient stock of 
coins to keep busy the plant when it becomes ready. We, therefore, 
recommend that the programme of minting should be slowed down and 
restricted to a million pieces (in both the mints together) per day until 
the new designs are ready- Production at this rate along with the coins 
in stock should enable the demand for coins to be met until the newly 
designed coins become ready for circulation. 

We also suggest that when the newly designed coins become ready, 
they should be put into circulation according to demand and not by the 
withdrawal of the coins in circulation. The latter should be withdrawn 
as and when they become unfit for circulation in the ordinary course. 

39. In the light of our above recommendations, the labour force 
should be reduced to 1,000 men in each arnt. With the reduction in the 
labour force there should be a reduction in the administrative, executive 
and clerical staff. We recommend that the administration and executive 
staff in the Calcutta and Bombay mints should be respectively reduced to 
45 and 26 and the clerical staff reduced to 45 and 80 respectively. 


THE SECURITY PRINTING PRESS 

40. This Press was established in the year 1925 at Nasek and is res¬ 
ponsible for the printing of all currency notes, postage stamps, envelopes, 
etc-, other varieties of stamps, securities, cheque forms, excise banderols, 
labels, etc. required by tbe Central and Provincial Governments, and to 
the extent of available capacity, on behalf of the Indian States and 
Foreign Governments. Along with the Press is a Central Stamp Store 
which distributes postage stamps and other products of the Press—apart 
from the currency notes wffiich go to the Reserve Bank—to over 500 
Treasuries throughout the country. The expenditure of the Eifess has 
increased from Rs. 32 lakhs in 1938-39 to Rs, 182 lakhs in (re¬ 

vised estimates), the increase accounted for largely by the increase in 
the volume of work which is about three times the pre-war work, and in 
the price of paper, ink and other materials used in the Press which also 
is about three times the pre-war price. 

To meet the increasing volume of work in the Press, it was originally 
proposed sometime back to erect a new currency notes press and to give 
over the present- Press entirelv to the printing of stamps and securities 
other than currency notes. The scheme wffiich w 7 as estimated to cost 
Rs. 150 lakhs has, however, since been given up and a more modest 
scheme costing only about Rs. 13 lakhs has been approved to provide for 
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an increase in the capacity of the currency note press to meet the present 
demand plus a margin of 25 per cent, for future requirements. Another 
Es. 9 lakhs is proposed to be spent on the purchase of a plant for manu¬ 
facturing postage stamps, etc., by the photogravure process. These 
schemes are, in our opinion, quite reasonable. As we do not expect any 
reduction in the work of the Press, we have no economies to suggest in 
its establishment. 


CENTRAL BOAED OF REVENUE 

41* The Central Board of Revenue which came into existence in 1924, 
functions both as a Secretariat to Government responsible for the revenue 
policy of Government and also as the executive authority responsible for 
the collection of income tax, customs and central excise revenues of 
Government and the production and distribution of opium. Up to 1942, 
the Board consisted of 2 members, one responsible for customs and central 
excise, and the other for Income-tax, opium and salt- In 1943, with the 
increase in the number of commodities on which the excise duty was 
levied, it was decided to add an additional member to deal solely with 
central'excises. Since then salt duty has been abolished and the work 
relating to the production and distribution of salt transferred to the 
Ministry of Industry and Supply. In 1948, the Board was re-organised 
to consist of a Chairman and two Members and the work was distributed 
between them as follows: — 

Chairman. —Questions of revenue policy before the proposals are sent 
to the Hon’ble Minister for Finance; hearing of appeals against the 
decisions of the Member in charge of Excise and Customs and office 
administration of the Board. Co-ordination of the work of the members 
(actually it is understood that in practice, the Board as such rarely meets). 

2nd Member. —Excise, Customs, Stamp and Opium; also statutorily 
empowered to decide revenue cases relating to excise and customs- 

3rd Member. —Income-tax, Supervision of the work of the Commis' 
sioners of Income-tax; exercise of certain statutory functions, except 
hearing of appeals, which are disposed by special Income-tax Appellate 
Tribunals. 

INCOME TAX 


42. Organisation .—Under the member of the Central Board of Revenue 
in charge of income-tax, who may be described as the head of the Income- 
tax Department of the Government, there are a number of Commissioners. 
The structure of the Income-tax Department is as follows: — 


Director of 
Inspection 

Additional 
Director of 
Inspection. 

Assistant 
Directors of 
Inspection 


Member (Income-tax) 


Commissioners 

Inspecting 

Assistant Commissioners 


High Court 
(on points of law) 

Income-tax 
Appellate Tribunal 

Appellate Assistant Com¬ 
missioners (for appeals 
only) 


Income-tax Officers 
(Grades I, II and III) 


Ministerial 

Staff 


Ministerial Staf'i 


Inspectors 
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43. Staff .—Since the outbreak of the last war there has been a steep 
increase in income tax revenue and consequent increase in staff, as can 
be seen from the table at Annexure TV . The bulk of increase in the 
number of assessees is in the lower income groups, but the number of 
assessees with an assessable income of over Rs. 50,0b') has also increased 
substantially being 7,800 in 1947-48 as against 1,500 in 1988-89. More¬ 
over, the cases in the higher income groups are today much more complex 
than what they were before the war. The increase in the rate of tax as 
well as the steep rise in the rate of tax on higher income slabs have led to 
attempts at tax evasion on such a large scale as to make the work of 
assessment very difficult. It is well known that a considerable number 
of persons have escaped assessment either wholly or on portions of then* 
incomes. In the year 1945 46, the Director of Inspection was deputed to 
investigate into the working of the Department and make recommend¬ 
ations regarding its reorganisation. The Director commented on 
the growth of the arrears in assessment cases, expressed his definite 
opinion that practically all Income Tax Officers were wholly understaffed 
and put forward proposals for a considerable augmentation of staff. It 
has, however, not been possible to give full effect uo the scheme because 
the number of additional officers required could only be obtain over a 
period of time. Recently the Income Tax Investigation Commission set 
up under the Taxation on Income (Investigation Commission) Act of 
1947 has submitted certain recommendations to Government inter alia 
with regard to the organisation of the Income Tax Department. No 
decisions have yet been taken on these recommendations. 


44. Arrears .—At present there are heavy arrears of work in the Income 
Tax Department as can be seen from the following statement: — 


Date. 

1-4-1944 

1-4-1945 

1-4-1946 

1-4-1947 

1-4-1948 


No. of Assessment No. of appeals pending with Inspecting 
Case3 in arrears. Assistant Commissioners. 

1,19,000 1 

1,81,282 y Not available readily. 

2,20,689 J 

9,03,290 20,985 

3,85,700 24,039 


A few months ago a concerted drive to reduce the arrears was „__ 

by tho Central Board of Revenue by suspending normal inspection work 
and concentrating on assessment cases. But the Board estimate that 
at the beginning of the current year the arrears will be substantially of 
the same order. Moreover, we understand that the number of assessees 
in 1948-49 have increased from about 4 lakhs to 6.5 lakhs which is likely 
to further adversely affect the arrears position in the next year. Other 
items of work e-g. grant of refunds, are also appreciably in arrears. 


45. Ministry's views .—The representatives of the Ministry of Finance 
when they appeared before us stated that they had only recently received 
the recommendations of the Income Tax Investigation Commission, that 
they had not enough time.to study them and that they were therefore not 
in a position to state the views of the Ministry on the questions which we 
had raised. In the circumstances, we have had to make, our re¬ 
commendations without having at our disposal the reactions of the 
Ministry of Finance to certain of our proposals. 


46. Revival of the grade of Examiner .—At present there are three 
grades of Income Tax Officers and each Income Tax Officer is expected 
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to handle assessment cases himself with, the assistance of x small clerical 
staff. The quantum of work expected of an officer was prescribed in 
1945-46 (vide Annexure V). Till a few" years ago there was a non-gazetted 
c-iade of Examiner of Accounts and the Examiner was supposed to assist 
an Income-tax Officer in handing assessment cases. This grade has 
been abolished on the ground that it tended to divide responsibility for an 
assessment case between an Income-tax Officer stvl an Examiner and 
that the Income-tax Officer was prone to rely too much on the advice of 
the Examiner. Another argument which has been urged is that the 
Examiner’s status and emoluments have been improved and he has been 
given powers to dispose of simple assessment cases himself instead of 
submitting them to an Income-tax Officer. While the complexity of 
income-tax work justifies three grades of officers, the determination of 
the taxable income in every assessment case involves an appreciable 
amount of routine work e.g. totalling of certain figures, checking of cross- 
entries, checking'of vouchers, etc. and it is uneconomical to waste the 
time of an Income-tax Officer on such work. We recommend that the 
giade of Examiner should be revived to assist the Income tax Officers in 
routine work. The advantages of reviving such a grade are:—(a) It 
ensures that every assessment case goes through two bands and con¬ 
sequently reduces chances of mistakes 1 and corruption (b) by assigning to 
a lower grade officer a large amount of “pedestrian” work which is in¬ 
volved in every assessment case, it enables the Income-tax Officer to 
apply himself to the vital issues* involved with freshness of mind without 
gciting himself lost in too much detail. 

Tne alleged tendency of an Income-tax Officer to become lazy and rely 
too much on the Examiner can be remedied by directing that the 
Examiner should work out only such specific routine problems as be is 
asked to by the Income-tax Officer. The Inspecting Assistant Com¬ 
missioner can, by a judicious examination of the cases decided by an 
Income-tax Officer, be able to-find out whether the Income-tax Officer is 
loing his duty properly or shifting the work on to his subordinates. 

The scale of pay of Examiner should be suitably the grade recommend¬ 
ed for “technical assistants” by the Central Pay Commission viz. Rs. 
J6f>—-10—450. Also, in order to attract a proper type of recruit to this 
grade, it is suggested that such of th e technical assistants who pass 
prescribed departmental tests should be eligible for appointment by pro¬ 
motion to a proportion of posts of grade III of the Income Tax Officer’s 
cadre. 

An incidental advantage of such a system is that it will provide a 
readily available reserve of personnel which will be useful in moments of 
stress. Income-tax is a flexible source of revenue available to the 
Centre and the rate and incidence of tax are altered almost annually. A 
department staffed primarily by gazetted officers is likely to be not. resi¬ 
lient enough to face sudden additions to work which may result 
from an increase in the number of assessees consequent on a change in 
law. A reserve of well-qualified and experienced non-gazetted personnel 
who could be promoted in times of stress to the grade III gazetted ranks 
is therefore an advantage which should not be ignored. 

47. Director of Inspection .— 1 The post of Director of Inspection was 
created in the year 1940 at the headquarters of Government in order to 
supervise the inspection of income-tax offices and of the Inspecting 
Assistant Commissioners, to keep an eye on the progress of assessment 
work so as to bring it up-to-date, to help the Central' Board of Revenue, 
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to judge the work of the different classes of the Board s subordinates, to 
^ive instructions on special assessment cases and to collect information 
through the Collation Branch from various organisations and Government 
Departments and distribute such information to the different assessing 
units. It was stated that the order requiring that certain categories of 
assessment cases should be referred to the Director has since been with¬ 
drawn. The Collation Branch is doing useful work and should continue. 
But the rest of the work of the Director is eo-ex tensive with the 
administrative and supervisory work of u Commissioner. The centralis¬ 
ation of such work in the hands of a single officer at headquarters 
can only result in a weakening of overall supervision. The Director oi 
inspection cannot in fact do justice to his work. The number of 
Inspecting Assistant Commissioners throughout the country is 34 and 
the number of Income-tax Officers is 694. An Inspecting Assistant 
Commissioner is expected to inspect the work of every Income Tax Officer 
once a year and forward a- copy of his inspection report to the Director of 
Inspection. The mass of paper that will, thus come to the office of the 
Director will be so large that he would be confined to sit at his office at 
headquarters to peruse these*- reports and to pass orders thereon. The 
Commissioner, on the other hand, is likely not to pay sufficient attention 
to supervisory work on the ground that it is the Director s special 
responsibility. Effective supervision by personal, contact and inspection 
would thus disappear. We feel that the Directorate of Inspection should 
be abolished and the Commissioners made directly responsible for the 
proper supervision of the offices under their control. The Collation 

Branch should, however, continue directly under the Central Board of 
Revenue. The member of the Central Board of Revenue in charge of 

income-tax should keep himself in touch with the work of his Com¬ 

missioners by inspecting personally the offices of a few Commissioners 
every year. To assist him in inspecting the offices of the Commissioners 
(this should include a sample inspection of the work of Inspecting 
Assistant Commissioners and of Income Tax Officers) he may be given the 
assistance of two officers of the status of Inspecting Assistant 

Commissioner. 

48. The Ministry of Finance contended that the Director of Inspection 
had to keep a watch over cases presenting special features with a view to 
find cut whether income-tax was being collected in accordance with the 
intentions of the framers of the law or whether because of any loopholes 
in the law or in procedure, taxes were evaded and if so, to suggest reme¬ 
dies. In our view, the Director of Inspection, as organised at 
present, cannot achieve these objects. The Central Board of Revenue 
should really have assistance of experts who have made a special study 
of income-tax problems presented by assessees of different categories and 
we would welcome appointment of a few such experts as advisers. We 
are aware that this proposal will result in more expenditure than is 
incurred by the Directorate of Inspection but we feel that the expenditure 
will be more than justified by the results achieved. 

49. Detection of tax evasion .—In order to detect tax evaders the 
Income Tax Department relies on the Collation Branch and a small 
survey and investigation staff under each Commissioner. The Collation 
Branch collects information from Government disbursing authorities, local 
authorities, companies, etc. of payments made and sends them out to the 
Income Tax Officer concerned for use at the time oi assessment. To 
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prevent leakage of revenue it is necessary— 

(aj to conduct a field survey periodically so as to detect new assessees. 
1ms could be done by inspection of municipal tax registers, 
enquiry into land shar e transfers, etc, 

(b^ to sleuth around generally and collect information regarding sub- 
7 stantial transactions so that a check may be applied later 
whether those transactions have been included in the assess¬ 
ment return, and 

(e) to investigate into any specific transaction which may come to 
notice at the time of checking up an assessment return and to 
collect necessary evidence. 

The Collation Branch is not equipped to discharge these functions and 
the special investigation staff under the Commissioner, is not sufficiently 
large to cope with the work effectively. There is also frequently a 
tendency to divert this staff from the field investigations to actual assess¬ 
ment work which is in areas. We recommend, that under each Com- 
trrssioner there should be a Chief Inspector of the grade of Income Tax 
Office] grade I, whose special responsibility will be this detection work. 
He should be provided with a number of assistants of the grpde of Income 
Tax Officers, grade III and Examiners the number to be appointed to 
each Commissioner being decided in the light of actual experience. The 
Chief Inspector should so plan his work that a field survey of the whole 
territory under him is carried out at least once every three years. He 
should also take other adequate steps to collect intelligence useful in 
assessment work. In our view, no expense should be spared in this all 
important work, as any expense incurred will more than justify itself. 

THE CUSTOMS DEPARTMENT. 

50. Functions —The Customs Department, is responsible for the 

collection of customs revenue at the three major sea-ports of Calcutta, 

Bombay and Madras., each in charge of a- Collector of Customs. The 

collection of customs at all other ports, and on trade across land frontiers 
is looked after by the Central Excises Department. 

51. Growth of Work .—While there has been a considerable increase 

in. the value of our foreign trade (vide annexure VI), there lias been 
practically no increase in the total volume of our imports and exports. At 

present the position is that it is likely that our trade in 1948-49 will 

approximate in volume to the pre-war position. But the work in the 
Customs Offices has increased considerably because of the import and 
export control regulations which makes it necessary to conduct a- more 
meticulous check of the goods imported and exported against the import 
or export permits as the case may be. and because of the levy of export 
duties in a number of commodities. But notwithstanding increase in 
work, the increase in staff is not appreciable. The work in the Customs 
Department is up-to-date except in the Manifest Clearance Sections which 
is responsible for scrutinising ships' manifests to see that all the goods 
shown therein have been fully accounted for and to avoid the consequent 
delay in granting refunds and drawbacks. We hope that steps will be 
taken to bring up-to-date the work in the Manifest Clearance Section and 
the work relating to drawbacks and refunds in the light of the results of 
such investigation. 

52. Overtime Payment .—One feature of the Customs administration is 
the comparatively large amount paid out in overtime to employees. The 
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overtime payments in some ports amounts to about 25 per ceut of the 
salaries of the non-gazetted staff and we were told that in many cases 
employees earn as overtime nearly 75 per cent of their pay or more. This 
must necessarily mean the employment of staff for long periods outside 
regular office hours and cannot but effect its efficiency during office hours. 
We realise that the work in ports, which fluctuates with the arrival and 
departure of ships, cannot be strictly confined to office hours but the 
system of overtime on such a large scale has nothing to commend itself. 
The employment of Government servants for long hours every day is 
against accepted policy. Apart from its uffecling the efficiency of the 
employees, it creates a tendency on the part of the employees to reduce 
their output during office hours. It should be possible to reduce overtime 
by increasing the number of employees and employing them in shifts of 
7/8 hours, covering periods of employment outside the normal office hours. 
We are certain that such an arrangement would, by indirectly increasing 
the efficiency of regular staff prove economical. We recommend that 
action should be taken accordingly. 

THE CENTRAL EXCISES DEPARTMENT 

58. This Department is responsible for the collection of all excise, duties 
levied by the Central Government and also for the collection of customs 
duty on trade across land frontiers and at all iiorts except the three sea 
ports at Bombay, Calcutta and Madras. Before the outbreak of the war, 
excise duties were levied on a few articles only. Since then, this source 
of revenue has assumed increasing importance. At present excise duties 
axe being collected on over a dozen articles viz. Tobacco, Cigarettes, 
sugar, steel ingots, cotton textiles, petrol, kerosene, matches, mechanical 
lighters, tyres and tubes, tea, coffee and vannspati. This lias meant expan¬ 
sion of the organisation. In 1939-40, the receipts wore Rs. 652 lakhs and 
the expenditure Rs. 48 lakhs; in 1949-50 the corresponding estimates arc 
Rs. 6,927 lakhs and Rs. 846 lakhs (for details see Annexure VII). 

54. Organisation with the increase in the number of articles subject to 
excise and particularly with the introduction of an excise on tobacco the 
establishment of the Central Excises Department lmd to be considerably 
augmented. The following table illustrates tile growth in the strength 
id the Department. 

Strength of Establishment 


Designation 

1 

Gazetted 

Collector . 

Deputy Collector - , 

Assistant Collector 
Superintendent 
Chief Accounts Officers 

Non-gazetted 

Deputy Superinteideits 
Inspector . 

Supervisor? .... 


1938-39 Exist/ ng Proposed 

2 3 4 


3 r> 6 

4 4 3 

22 41 1*42 

53 172 203 

2 5 6 

153 396 309 

453 4094 373 

47 625 468 
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The figures in Col. 8 include the staff sanctioned tor collecting excise, 
duty on betelnut and that portion of the salt- staff not transferred to the 
Ministry of Industry and Supply with the abolition of salt duty; but do 
not include the, additional staff sanctioned for excise duty on cloth imposed 
from 1st March 1949 and for Pondichery Karaikal customs cordon enforced 
from 1st April 1949. The figures in col. 4 indicate the staff which the 
Department has asked for on the basis of certain re-organisation proposals 
worked out by the Director of Inspection, Central Excises and- Customs. 
The re-organisation on scheme is intended to fix scales of work expected of 
various grades of officers and to rationalise the present organisation. The 
lowest grade of Government servant which the reorganised scheme 
envisages is that of Inspector. Each Inspector's charge is fixed on the 
basis of 2240 hours of work per year. The following chart illustrates the 
Supervisory organisation in broad detail. 

Member, Central Excises and Customs 


| Directorate of Inspection, 

] Customs and Central Excises. 

■Collectorates (0 Divisions). 


Collector.Rs. 1,800—100—2,000 

Junior Collector . . Rs. 1,300—60—1,600 

Deputy Collector .... Rs. 1,000—50—1,400 
Division — ( 5 or 6 circles) — 1 Assistant Collector. 

Junior Scale.Rs. 350—350—380—380—30—590 E.B. 

30—770—40—850. 

Senior Sca’e.Rs. 600—40—1,000—1*050—1,050—1,100 

1,100—1,150 

Circles— (15 ranges) 1 Superintendent. . (Rs. 275—25—500 E.B.30—050), 

1 Deputy Superintendent (Rs. 200—10—260—15- 350). 

Range — Inspector (2240 hours of work per 

year per Inspector) .... (Rs. 80—100—6—-120—E.B r — -8— 200— 

10/2—220). 

Grade of Supervisors .—In xmr view the proposed abolition of the grade 
of Supervisor (Rs. 55—3—435) is not sound. The articles subject to central 
excises are, with the exception of tobacco, manufactured or processed in 
factories. No articles can be removed out of the premises of a, factory unless 
authorised by a Central Excise Official who issues the permit only after 
the excise duty is paid. Where a number of factories are situated within 
a small area, it should be possible to group these factories into units of 
suitable size and to allocate to each such unit an Inspector and a number 
of Supervisors (In big cities like, Bombay, Ahmedabad, Coimbatore it may 
be found possible to form larger units in charge of a Deputy Superinten¬ 
dent or a Superintendent assisted by a number of Inspectors and Supervi¬ 
sors). Eor collecting excise on tobacco, the Department has devised a 
system of registration and licencing, which involves frequent visits by a 
Central Excise Official to every, village in which tobacco is grown a number 
of times a year, particularly during the sowing and the harvesting season. 
In many parts of the country tobacco is grown in small patches scattered 
over a wide area. In such areas it would be advantageous to have a range 
covering a sufficiently wide areas to be placed in charge of an Inspector 
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and a number of Supervisors instead of as many Inspectors. It was urged 
that it was essential to have graduate recruits to the lowest cadre in the 
Department and that it would not be possible to recruit graduates unless 
a higher pay is offered. While we have no objection to the. recruitment 
of graduates provided they are available, we do not consider that the work 
to be performed requires the minimum qualification of a University- 
Degree. We feel that there should be no difficulty in recruiting suitably 
qualified candidates to the grade of Supervisors provided they are not 
liable to Inter-Provincial transfers. We recommend accordingly that the 
total number of range officers should be fixed on the basis of 2240 hours 
per year per employee but that number should be distributed between tin* 
grades of Inspectors and of Supervisors in the ratio 3 : 2. 

We also consider that the organisation employed in the collection of 
excise revenue on matches can be reduced, in view of the fact that only 
matches on which banderols are affixed are marketable under the rules. 
At present the organisation employed is on the same scale as in respect 
of other commodities for which the system of banderols has not been intro¬ 
duced. With the use of banderols, the checks and procedure employed 
should be appreciably less than in respect of other articles. We recom¬ 
mend, therefore, that the staff at present employed for collection of excise 
revenue on matches should be reviewed with a view to reduction in the. 
light of these, observations. 

56. 'Regional Organisation.—We agree that in tin important department 
like the Central Excises Department a Class I Service by direct- recruit¬ 
ment will be- necessary aud that such a service should bo constituted at an 
early date. In the absence of such a cadre it would be impossible for the 
Department to obtain well qualified officers to fill the higher supervisory 
posts in the Department. The scheme of re-organisation proposed by the 
Central Excise Department, however, suffers from two defects. The 
scheme does not seem to have given due consideration to the desirability of 
making a clear and adequate distinction in the functions of an officer 
belonging to the Junior Grade of the Central Service, class 1 and its 
senior grade. Secondly, the charges of Collectors vary widely in impor¬ 
tance. The Central Excises Department intends to divide the Collectors’ 
posts, which are 5 in number, into three grades which it seems to us would 
result in u. certain rigidity. The following alteranative scheme is therefore 
suggested. The junior scale can be given to the Assistant Collector while 
the senior scale should be given to the Collector. Particularly in a com¬ 
paratively new Department like the Central Excises where- there is a 
paucity of senior experienced officers it is preferable to provide small super¬ 
visory charges. We therefore, recommend that instead of the present 
Colleetorates which vary from big Collect orates like Madras and Bombay 
having as many as 10 circles each to small ones like Delhi, Shillong and 
the proposed Biliar Colleetorates with two Divisions each there should be 
one Collectorate for each Province and the major Provinces of Madras, 
Bombay and IJ.P. constituted into two Colleetorates each. On an average 
this will give 5 divisions per Collector and the senior scale of pay of the 
class I Service is appropriate for such an Officer. There will be thus in 
all 12 Colleetorates in the whole country. To ensure proper supervision 
we recommend the creation of three posts of Commissioners, who will act 
as a link between the Collectors and the Central Board of Revenue, and 
relieve the Member in charge of Central Excises of a considerable volume 
of executive work. With such reorganisation, the Directorate of Inspec¬ 
tion, Central Excises, and Customs whose main functions is to assist the 
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Member of the Central Board of Be venue in supervising the work of the 
Collectors would become unnecessary and should be abolished. The 
proposed system will also be more economical. The proposals put forward 
by the Central Board of Revenue, are likely to cost about Rs. 90 lakhs 
annually while the proposal suggested here should cost Rs. 75 lakhs (vide 
Annexure VIII). 

Another important aspect of this Department is that it is .called upon 
to work in close contact with the villagers. It is therefore, a matter of 
great importance that the administration of the Department at all levels 
is humane and considerate and does not become a burden to the villager. 
The reorganisation suggested by us is likely to be helpful in achieving this 
end. 

If, however, the present scheme continues, we do not see any justifica¬ 
tion for the proposed Collectorate at Patna, as even after the reorganisa¬ 
tion, the Patna Collectorate will consists of only two divisions. The 
Collector of Central Excises at Calcutta should be able to manage the 
Bihar charge also without extra assistance. 

57- Border Patrol .—The Collector of Central Excises is responsible for 
collecting customs duties on the trade across land frontiers. The decision 
to levy customs on articles moved across the land frontiers with East and 
West Pakistan was taken only recently, and the organisation for the collec¬ 
tion. of customs is still in the process of formation. Imports and exports 
will be canalised through selected points where customs outposts will be 
established; movement of goods otherwise than through defined points will 
be illegal. The land frontiers between Pakistan and India do not follow 
any well-defined geographical features and particularly in the East, with 
its innumerable waterways they arc traversed by numerous lines of com¬ 
munication. A patrol force to prevent smuggling across frontiers is our 
unavoidable and costly necessity. The expenses on the maintenance of 
a border patrol can be however appreciably reduced if an arrangement 
can be arrived at with the border Provinces for the maintenance of a single 
patrol force which will be responsible for the prevention of and investiga¬ 
tion into all offences, whether against the customs laws or against the 
ordinary law of the land, within a defined strip of land all along the border. 
The maintenance of a single force instead of separate forces by the 
Provinces and by the Centre should result in economy and greater 
efficiency. The. cost of the combined force could he apportioned on an 
agreed basis between the Central Government and the Provincial Govern- 
2 rien ts con cerned. 

RATIONALISATION OF CENTRAL AND PROVINCIAL TAX 
COLLECTION AGENCIES. 

58. We must mention here a point of general importance relating to 
the collection of revenues by the Centre and the Provinces. The appor¬ 
tionment of the different sources of revenue between the Centre and the 
Provinces necessarily awaits the deliberations of the Constituent Assembly. 
When once a decision is taken with regard to the division of sources of 
revenue, we recommend that the question of rationalising the system of 
collection of revenue should be examined in consultation with the Pro¬ 
vincial Governments concerned so that maximum economy is achieved 
and the taxpayer is not subjected to unnecessary harassment. Thus if 
the recommendation of the Sarkar Committee that the Central Excises 
on tobacco should be apportioned on a 50 : 50 basis between the Centre 
and the Provinces is accepted, it will perhaps he far more advantageous 
to collect that excise through the Provincial Government agency parti¬ 
cularly in the ryotwari Provinces of Madras and Bombay, and in other 



Provinces where Zamindaries are being abolished. Again, it is likely 
to lead to overall economy if the sales tax, where it is based on total 
turn-over, is assessed by the Income-tax Officer when he assesses the 
income tax due. 

59. Laboratories.—There are five laboratories under the Central Board 
of Iievenue—a Central Control Laboratory at New Delhi and a laboratory 
each at the Customs Houses in Bombay, Calcutta and Madras and at 
the opium Factory, Ghazipur. The staff in the first four Laboratories is 


as follows: — 

Central Laboratory, 

Bombay 

Calcutta 

Madras 


New Delhi. 

Labor a. 

Labora¬ 

Labora¬ 

Chief Chemist 

1 

tory. 

tory. 

tory. 

(1,500-1,800) 

Chemical Examiner 

Gr. I (Rs. 600-1,150) 

1 

1 

1 


Chemical Examiner 

Gr. II (350-850) 

1 


1 

1 

Asstt. Chemical Examiner 
(Rs. 275-650) 

1 

1 



Chemical Assistant 

Gr. I (Rs. 250-400) 

1 

1 

o 


Chemical Assistant 

Gr. IT (Rs. 160-330) 

6 

8 

6 

i 3 


The Central Control Laboratory at Delhi, apart from conducting routine 
percentage check of samples analysed by the other laboratories is also an 
appellate authority to whom disputed analysed samples are referred for 
final opinion. It also lavs down the methods of analysis, examines the 
tariff definitions, conducts tests on behalf of Governments and States, 
manufactures from confiscated contraband cocaine, cocaine hydro-chloride 
for supply to hospitals, checks the production reports received from sugar 
factories etc. The laboratories at the three ports are responsible to analyse 
Customs House samples and to check the sugar factories* work with a 
view to see that the sugar produced corresponds to the sugarcane con¬ 
sumed. The work at Calcutta is about half the work at Bombay (No. of 
samples checked at Bombay—19.000, No. of samples checked at Calcutta— 
10 , 000 ). 

In our view, taking into account the total volume of work, there is 
no justification for the post of Chemical Examiner, Gr« I in the Central 
Laboratory at Delhi. The Chief Chemist, who is a senior officer, should 
be able to supervise the work of his office without additional assistance. 
In the ordinary course we would have also recommended the abolition of 
the Chemical Examiner, Gr. I at Calcutta. But we understand that 
Calcutta office has to depute a chemist to examine the sugar factories 
at Bihar and therefore two officers are necessary. We recommend that as 
in Bombay, the post of Chemical Examiner class II in Calcutta should 
bo replaced by a post of Assistant Chemical Examiner. 

The laboratory at Ghazipur contains a modern plant capable of pro¬ 
ducing- about 8.000 lbs. of alkaloids if worked to full capacity. During 
1947-48 the laboratory produced 553 lbs- of alkaloids. It is recommended 
that the Ministry of Finance should take steps to develop a foreign market 
for these alkaloids and to increase the production to meet the foreign 
demand. If this does not materialise, the two posts of Assistant Chemical 
Examiners in this factory should he abolished. Production at the present 
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ieVel can be very well managed by the rest of the staff viz., one Chemical 
Examiner, grade 1 and 4 Assistant Chemists. 

STATISTICS AND INTELLIGENCE BRANCH OF THE CENTRAL 

EXCISES. 

GO. This office is responsible for collecting and maintaing statistical 
data regarding collection of Central Excises. The office is in charge of 
.a Chief Officer (grade Its. 1,800—1,600) the post is now held in abeyance 
assisted by an officer in the grade of Deputy Collector of the Excises 
Department (Grade 1,000—1,400), one Assistant Chief Officer (grade 550— 
800), one Statistician (grade 850—850), one Assistant Statistician (grade 
275—650), 6 investigators and a complement of ministerial staff. We feel 
that an officer in the grade Es. 1,000—1,400 should be sufficient to manage 
an office of this size and he should not require in the administrative 
work the assistance of an Assistant Chief Officer. The post of the Chief 
Officer now held in abeyance and the post of Assistant Chief Officer 
-should be abolished. The two posts of Investigators, which are unfilled, 
are also unnecessary and should be abolished. 

The number of forms and returns in use is about 130 now. We are 
-certain that if an expert statistician examines these forms they should be 
capable of substantial reduction resulting in corresponding reduction in 
staff. 

It is understood that the Central Board of Revenue have established a 
small organisation at Delhi for the collation of customs statistics. This 
work is already being done by the Directorate General, Commercial In¬ 
telligence and Statistics, Calcutta. It was argued that the work in the 
latter office was slow and the requisite statistics were not available for 
a period of over three months- From our examination of the Directorate 
General, Commercial Intelligence and Statistics it appears that the delay 
in the publication of information is due to printing difficulties. The 
Central Board of Revenue should obtain whatever information they may 
need from the Directorate General of Commercial, Intelligence and 
Statistics. A separate organisation for the purpose should not be set up 
at Delhi. 

61- The Central Board of Revenue .—The distribution of work between 
the Chairman and the Members of the Central Board of Revenue is set 
out in para. 41. ante. As the Members have evrofficAo status of Joint 
‘Secretary and are senior officers, they should have direct access to the 
Hon’ble Minister instead of submitting their cases through the Chair¬ 
man. It will be difficult to find one individual who is conversant with 
all aspects of income-tax, customs and Central Excise administrations. 
Also, there is very little co-ordination to be achieved, on the one hand, 
between the Income-Tax and on the other between the Customs and 
Central Excises, except with regard to the overall policy as to the best 
method of raising revenue. The Chairman of the Board must perforce be a 
man who is either experienced in Central Excises and Customs work or in 
Income Tax Work. In whichever work he is expert he will merely be 
duplicating the work of the member in charge of that Department while 
|he can make no useful contribution to cases that come un to him from 
the member in charge of the Department of which he has no special 
knowledge. We recommend that the post of Chairman which is super¬ 
fluous should be abolished. With the abolition of the post of Chairman, 
the combined post of Sunerintendent (Personnel) and Private Secretary 
to the Chairman should also be abolished- 
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Apart from the Members, there is at present one Deputy Secretary 
and three Under Secretaries to look after the administration of the entire 
revenue organisation, one Deputy Secretary and two Under Secretaries 
for income-tax work, and one Deputy Secretary and two Under Secre¬ 
taries for Customs and Central Excises work. The staff seems reasonable. 

62. The effect of the recommendations in the report would be a net- 

annual saving of about Es. 68,61,000 (for details see Annexure III). 

68. The following is a summary of our main recommendations— 

(a) With the advent of Independence and the present democratic 
form of Government, there is constant pressure from Minis¬ 
tries for fresh funds for new schemes with the result that the 
Finance Ministry is unable to exercise effective .overall 
financial control (para. 6). 

Nor does the present system of piecemeal demands for funds 
from the Finance Ministry throughout the course of the year 

after the budget lias been voted and in anticipation of the 

sanction of the Legislature render financial control by the 
latter in any manner effective. Demands for supplementary 
grants coveting large expenditure are placed before the Legis¬ 
lature for its vote in the last month of the financial year, and 
the Legislature has no option but to approve ftr-posf facto 
such expenditure (para. 7). 

On the other hand, the Finance Ministry is criticised by 
administrative Ministries for the manner in which it deals with 
requests for funds. In our opinion much of the criticism is 
due to the fact that the administrative Ministries have not 
been given a dear indication of the extent of financial resources 
of the country for the next two or three years on the basis 
of which they could prepare their development schemes 
(para. 8). 

Proper planning is, therefore, essential. A committee of the 
Cabinet, preferably the Economic Committee should meet at 
least twice a year and, if necessary, more often, to consider 
all the new schemes involving expenditure over a prescribed 
amount and to decide the relative priority. Ministries should 
not be allowed funds for the schemes unless they have had 
the approval of the Committee (paras. 0 and 10). 

(h) Letter financial control by the Legislature will be possible if it 
agrees to meet once or twice in the course of the financial year 
to vote additional supplies required hv Government. Tn the 
alternative, the Standing Finance Committee should be re¬ 
constituted to consider proposals for supplementary grants and 
authorise expenditure in anticipation of the vote of the Legis¬ 
lature (purn. 11). 

(c) For effective control over disbursing officers, every drawing 
officer shoidd be informed of the amount he is entitled to 
spend and forbidden to exceed this amount. The Ministry of 
Finance should examine this proposal in consultation with the 
Auditor General for the issue of suitable instructions to the 
Treasury Officers and the Accountant General (para. 12). 

M) To avoid thp surrender of lamp amounts annually bv the Central 
Public 'Works Department out of the funds placed at its 
disposal the Ministry of Works, Mines and Power should in 
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consultation with the Central Public Works -Department con¬ 
solidate the sanctions for funds obtained by the individual 
Ministries for their major projects and provide in the budget 
only the amounts which the Central Public Works Depart¬ 
ment can spend in the succeeding year (para. 13). 

.(e) The system under which Financial Advisers have been attached 
at present to some of the Ministries should be extended to 
other Ministries also (para. 14). 

(f) The Joint Secretaries (Financial Advisers) attached to the Minis¬ 
tries should be empowered fully to deal with the staff proposals 
of the Ministries also..; The Establishment Proposal Com¬ 
mittee should be abolished (paras. 15 and 22). 

.(g) To enable Ministries to exercise the powers delegated to them in 
regard to sanctioning temporary staff, a small lump sum 
amount should be provided in the budget of each Ministry. 

The temporary staff appointed against posts sanctioned from 
this lump sum provision, should not be employed for a period 
in excess of six months without the sanction of the Ministry 
of Finance (para. 17). 

■(h) Ministries with large development programmes should be per¬ 
mitted to create development funds out of the amounts 
appropriated annually for their schemes instead of the unspent 
amounts being allowed to lapse (para. 19). 

(i) Authoritative compilations of the various financial rules, e.g., 
Fundamental and Supplementary Eules, Pension Eules etc., 
should be prepared by the Ministry, as the lack of such com¬ 
pilations leads to considerable inconvenience. The procedural 
rules regarding pensions frequently involve long delays and the 
Finance Ministry should examine simplification of these rules 
in consultation with the Auditor General (para. 20). 

- . —---*“-»--S-JJ-3-JL - 

2, In the summary of recou.iendations in paragraph 
sub-para (k), substitute : 


” (k) The present set-up of the National 
Bureau should be wound up and a nu< 
organisation maintained at the Ceni 
organising a publicity caupaign* " 

unfit (para. 38). 

fm) The labour force in each of the Mints at Bombay and Calcutta 
should be reduced to 1,000 men. The administrative and 
executive staff should also be reduced as indicated in para. 

39. 


(b) The grade of examiner in the Income-tax Department should be 
revived to assist the Income-tax Officers in routine work. A 
suitable scale of pay for this grade may be Bs. 160—10—450 
(para. 46). 
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(o) The Directorate of Inspection shouJd be abolished. The Collation 1 

Branch should, however, continue under the Central Board 
of Revenue. The Member, Central Board of Revenue, in 
charge of Income-tax should periodically inspect the offices of 
the Commissioners of Income-tax and for this purpose he may 
he given the assistance of two officers of the status of Inspect¬ 
ing Assistant Commissioner (para. 47). 

(p) To advise on special problems arising in the course of the opera¬ 

tion of the Income-tax Law, a few experts may be, if required, 
appointed as advisers to the Board (para. 48). 

(q) There should be under each Commissioner of Income-tax, a Chief 

Inspector assisted by an adequate number of junior Officers 
specially earmarked for detection and intelligence work and to 
carry out a field survey of the territories under him atleast 
every three years (para. 49). 

(r) The shifts and the hours of work of Government employees at the 

Custom Houses in Bombay, Calcutta and Madras should be 
so arranged as to reduce to a minimum the overtime pay¬ 
ments (para. 52)* 

(s) The grade of Supervisors in the Central Excises Department 

should be retained. The total number of range officers 
should be fixed at 2240 hours of work per year per employee; 
but that number should be distributed between the grades of 
Inspectors and Supervisors in the ratio of 3:2 (para. 55). 

The desirability of simplifying the procedure and checks em¬ 
ployed in the collection of excise revenue on matches and 
cigars, on which banderols are fixed, should be examined 
(para. 55). 

(t) The creation of a class I service for the Central Excises Depart¬ 

ment is desirable. The regional organisations may be re¬ 
constituted as indicated in para 56. 

(u) In consultation with the Provincial Governments, a unified border 

patrol should be established to patrol the frontiers with East 
and West Pakistan (para. 57). 

(v) After a decision is taken with regard to the approximate appor¬ 

tionment of the different sources of revenue between the 
Centre and the Provinces, Government should consider, in 
consultation with the Provincial Governments, the rationalisa¬ 
tion of the system of collection of revenue so as to ensure 
maximum economy and minimum harassment to the tax 
payer (para. 58). 

(w) The post of Chemical Examiner, Grade I in the Central Labora¬ 

tory at Deffii should be abolished and the post of Chemical 
Examiner, Grade II in Calcutta replaced by a post of Assistant 
Chemical Examiner (para. 59). 

An attempt should be made to develop a foreign market for 
the. products of the laboratory at the Opium Factory at Ghazi- 
pur. If sxich a demand does not materialise, two posts of 
Assistant Chemical Examiners in that Factory should be 
abolished (para. 59). 
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Statistics and Intelligence Branch should be placed in charge 
?£ an officer in the grade of Rs. 1,000—1,400. The posts of Chief 
Officer, Assistant Chief Officer and two investigators should 
be abolished. The number of forms and returns in this office 
should be capable of reduction resulting in a corresponding 
reduction in the staff. The separate organisation set up in this 
office for the collation of customs statistics should be wound 
up (para. 60). 

(y) The post of Chairman, Central Board of Revenue should be 
abolished (para 61). 

KASTURBHAI LALBHAI, Chairman . 

B. DAB. 1 

S. K. PATIL. ! 

^ M emit re.* 

JAIPAL SINGH. i 

ISHWAR DAYAL. J 

P. Y. R. RAO, 

Officer on Special Duty. 

G- S. RAU. 

Secretary. 

New Delhi, the 18th/27th April, 1949. 



ANNEXURE I (Para. SI).” 

Proposed set up of the Ministry of Finance . 


Additional Secretary (Defence) 

No change except that one post of 
D.F.A. should be abolished on 31-8-49 
and one post of D.F.A. after the 
completion of pension work. 


Hon’ble Minister—--- ——-P.S. to H. M. 

T T 

One Section 

1 Assistant-in- Charge 
3 Assistants 
3 Clerks 


Secretary—P.S. to Secretary 
(will also co-ordinate the work of the 
Ministry.) 

i 


T 

T 

Joint Secretary 
(Ext. Finance) 


Additional Secretary 
(Finance and Revenue) 

„ i 

Econ. Adviser 


T 

Joint Secretary 
(Int. Finance) 


T 

I 

Joint Secretary 
(Income-tax) 


Joint Secretary 
(Customs and 
Central Excise) 


Joint Secretary Joint Secretary Joint Secretary Joint Secretary Joint Secretary’ 

(Transport, Com- (Industries, Labour, (States,|E. A., (R & R) (Expenditure I) 

munications, I & B) Commerce) (Home & Law) 

(Th e set up itnder each Joint Secretary is shown separately in the following pages.) 


Joint Secretary Deputy Secretary Under Secreta 
(Expenditure II) (Budget) ' (Co-ordination) 
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u 


Deputy Secretary 
(W.M.P.) 


Under Secretary 


1 Superintendent 
6 Assistants 
3 Clerks. 



Jeinfc 8eere t uc y 
Expenditure I 


Deputy Secretary 
(Fopd) 


Under Secretary 

i 


Under Secretary 


1 Superintendent 


1 Assistant-in-Charge 
8 Assistants 
8 Clerks. 


1 


Deputy Secretary 
(Establishment and 
Administration) 


Under Secretary 
2 Sections 

Scientific Research C.B.R, 
Expenditure proposals of 
Mints, Security Printing, 
Auditor General, N.S.C.B. 
Prime Minister’s Secretariat. 
G. G’s Secretariat, Cabinet 
Secretariat 
S.F.C. 

General Policy 


2 Superintendents 
10 Assistants 
6 Clerks 


Under Secretary 
General matters Admi¬ 
nistration of the 
Auditor General STJS.C.B. 


1 Superintendent 
6 Assistants 
5 Clerks. 


A dminis tration. 
1 Superintendent 

6 Assistants 
6 Clerks. 



Under Secretary 
Administration 


Office. Establishment 
Cash R&I 


l _ 

B* I | 

1 Awistant-in-Charge 

20 Otakpu 


Joint Secretary 
Expenditure II 


I 

1 

1 

Deputy Secretary 
Agriculture 
Education 
Health. 


Under Secretary 
Agriculture 


Under Secretary 
Education and 
Health. 


1 Superintendent 
o Assistants. 

3 Clerks, 


1 Superintendent. 
o Assistants. 

3 Clerks, 


Under Secretary 


Secretory 





1 Superintendent* 
5 Assistants. 

7 Clerks. 


3 Sections. 

3 Superintendents, 
5 Assistants* 

9 Clerks» 


Secretary 

Joint Secretary (Industries, Labour and Commerce). 


1 

I 

Calcutta 


i 


Bombay (Textiles) 


Under 

Secretary 


Under 

Secretary 


Under 

Secretary 


Under 

Secretary 

• J 


L>. A. F. A. 

J Assistant -in -Charge # 
4 Assistants. 

8 Clerks, 


2 Assistants-in-Charge. 
6 Assistants. 

8 Clerks. 


Deputy 
Secretary 
(Headquarters 
to be stationed 
in North 
Block, Labour 
and Commerce) 

Under 

Secretary 


1 Superintendent. 
6 Assistants. 

3 Clerks. 


_ j 

Under 
Secretary 
(Till July 
1940) 


Under 

Secretary 

(Establishment) 


1 Superintendent, 
o Assistants. 

32 Clerks, 
(including 
R, & I.) 

1 Cashier. 


Under 
Secretary 
(General 
and Budget) 

1 Assistant-in- 
Charge. 

5 Assistants. 

4 Clerks. 


Deputy 

Secretary 

(Supply) 


J 

Deputy 

Secretary 

(Disposals) 


Under Secretary 
(Supply) 


D. A. !•'. A. 


1 Assistant -in - 
Charge. 

3 Assistants. 

3 Clerks, 


Chief Cost 
Accounts 
Officer 


D. A. F. A 


J 

i 

D. A. F. A. 


j 

1 Ass ist ant-in - Cha rge. 
4 Assistants. 

0 Clerks. 


Cost Accounts Officer (Bombay) 

2 Cost Accounts Officers. 

4 Cost Accountants- 


Cost Accounts Officer L 


] 


Cost Accounts Officer II. 


I 


Cost Accounts Officer III. 

J 


2 Assistant Cost Accounts Officers. 

3 Cost Accountants. 

1 Assistant-in-Charge. 

1 Assistant,! 

I Clerk. 
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Additional Secretary 
(Finance and Revenue) 


Economic Adviser 


Joint Secretary (External 
Finance) 


Joint Secretary 
(Income-tax) 


Under Secretary 


i Research Officers 

i 


Joint Secretary 
Customs and 
Central Excises 

_I 


Central Board of Revenue Office, 
No change in the existing set up. 


Joint Secretary 
(Internal Finance) 

j 

Deputy Secretary 
Mints and Security Printing. 
Provincial Finance. 

Loans. 

Ways and Means. 
Co-ordination of taxation with 
, revenue. 

Banking. 

Capital Issues. 


2 Superintendents. 

15 Economic Investigators 
12 Clerks. 

I Draftsmen. 


Deputy Secretary 
( Exchange Control) 


Deputy Secretary 
(Special) 


Under Secretary 

I 


Under Secretary 


Under Secretary 
<E. C. I.) 

1 Superintendent 
4 Investigators 
3 Clerks 


i 

Under Secretary 
(E. C. II) 


* 

1 Superintendent 
4 Investigators 
3 Clerks 


Under Secretary 
Co-ordination, Sterling 
balances. Foreign Ex¬ 
change budget, etc. 


3 Sections 
3 Superintendents 
18 Assistants 
12 Clerks. 


I Superintendent 
4 Investigators ■ 
3 Clerks 


Routine Branch 


1 Assist ant -in-Charge 
<J Clerks 



88 


ANNEXURE II (Para. 31) 
Ministry op Finance 
Sanctioned strength {Gazetted Posts) 
HONOURABLE MINISTER 


Private Secretary to 
the Honourable 
Minister 


Secretary 


Under Secretary 
(Co-ordination) 


1 

Private Secretary to 
Secretary 


I 

Financial 

Commissioner (Railways) 


Additional Secretary 
(Revenue Division) 
and ex-Officio Chairman, 
Central Board of Revenue 


1 

Additional Secretary 

(Establishment and Expenditure Division) 


Financial Adviser 
Defence 


Additional Secretary 
(Finance Divisions) 


l ■ 

] Economic Adviser 

1 Officer on Special Duty 

2 Research Officers 


(Expenditure Divisions) 


1 

Communications 
Division 
1 Jt. Secretary 
1 Dy. Secretary 
9 Under/Asatt. 
Secretaries 


States and E.A. 
Division 

1 Jt. Secretary 

2 Under/Assistant 

Secretaries 


Industries and Relief and Rehabilita- 
Comirerce Division tion Division 

1 Jt. Secret ary 1 Jt. Secretary 

1 Dy. Secretary 

2 Under/Assistant 

Secretaries 


I 

Establishment Division 
1 Jt. Secretary 
1 O.S.D. (Mr. P.V.R. Rao) 
3 Dy. Secretaries 
7 Under/Asstt. 

Secretaries 


External Finance Division Internal Finance Division 

1 Joint Secretary 1 Jt. Secretary. 

2 Deputy Secretaries 

3 Under/Assistant Secretaries 
1 Research Officer 

1 Finance Officer 


Calcutta 
(Supply and 
Disposals Officer) 
1 Dy. Secy. 

1 Under/Asstt. 
Secretary, 


Hew Delhi 
(Head Quarters, 
Supply and Disposals 
Officers) 

3 Dy. Seretariee 
0 Under/Asstt. 
Secretaries 


Expenditure 
General 
Division 
1 Jt. Secretary 


- 1 — 

Bombay 

(Textiles) 

1 Dy. Secretary 
1 Under/Asstt. 
Secretary 


—j- 

Bx. Genl. 
Sections 
3 Dy, Secretary 
3 Under/Assistant 
Secretaries 
1 Finance Officer 


Financial Food 

Adviser Division 

(Delhi Prov.) V 1 Dy. Secretary 
I Dy. Secretary 1 Under/Assistant 

1 Under/Asstt. Secretary 

Secretary 


Controller of 
Capital Issue 
Section 
1 Deputy 
Controller 
Capital Issue 


I 

Budget 

Branch 

1 Dy. Secretary 
1 jUnder/Asstt. 
Secretary 


Banking Currency, 
Mints, etc. 

2 Dy. Secretaries 
2 Under/Asstt. 
Secretaries 


m 

ANNISXUNE III (Para. 62) 


Savings in the Ministry of Finance as a result of the recommendations of the 
Economy Committee 


Designation of post* Existing Proposed Reduction Approx i- 

Strength Strength mate 

Savings 


Secretary . 

1 

1 

. . 

Additional Secretary . . . 

2 

1 

(-) 

Joint Secretary ..... 

8 

8 

** 

Deputy Secretary. 

20 

16 

4 

Under/Assistant Secretary 

33 

34 

—1 

Deputy Controller of Capital Issues . 

1 


1 

P.S. to H.M. 

1 

1 


Finance Officers ..... 

2 


2 

Chief Cost Accounts Officer 

1 

1 


Cost Accounts Officers .... 

5 

5 


Assistant Costs Accounts Officers 

2 

2 

•• 

Superintendents ..... 

28 

31 

—3 

P.S. to Secretary. 

1 

1 


Deputy Assistant Financial Advisers . 

4 

4 


Economic Adviser. 

1 

1 


Officer on Special Duty .... 

1 

•• 

1 

Research Officers ..... 

3 

6 

-—3 

Total—Gazetted 

114 

112 

Rs. 1,08,000 

Assistant Superintendent .... 

1 

1 


Economic Investigators .... 

30 

27 

3 

Assistants in Charge .... 

23 

12 

1) 

Assistants! ...... 

190 

184 

e 

Cost Accountants ..... 

7 

7 


Librarian ...... 

1 

1 


Draftsman ..... 

4 

4 


Clerks . 

242 

203 ' 

39 

Total—Non-gazetted . 

498 

439 

59 Rs. 80,000 

Grand Total . 

•* 

- 

.. Rs. 1,88,000 

* Excludes the posts in the Defence and Revenue Divisions, 

! Includes one post of confidential assistant to Secretary. 
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Note. —-The Strength of Stenographers and class IV staff will be fixed separately. 
The proposed strength does not include leave reserves. 

I. Savings in the Ministry 

Rs. 

Savings in pay of officers and staff ........ 1,88,000 

Savings in allowances, etc., and other charges ...... 50,000 

Total . 2,38,000 

II. Sailings on schemes and other items which have been provided for in the budget 
but recommended to be postponed , abolished or otherwise curtailed 

(a) Central Board of Revenue — 

Abolition of the post of Chairman; Abolition of the combined post of 
Private Secretary to Chairman and Superintendent (Personnel); 

Abolition of the Directorate of Inspection (Income-tax); Abolition of 
the post of Chemical Examiner, Grade I. in the Central Control Labo¬ 
ratory at Delhi; Abolition of the post of Chief Officer, Assistant Chief 


Officer and two investigators in the Statistics and Intelligence Branch, 

etc., etc. ........... 2,00,000 

(b) Mints at Bombay and Calcutta — 

Reduction in the Executive and Administrative staff and the Labour 
Force ............ 30,00,000 

(c) National Savings Bureau — 

Abolition of the National Savings Bureau and its Provincial and District 

Organisations . . . ... . . . 34,23,000 

Total of II . 66,23,000 


Abstract of Savings 

Details 

Budget 
Estimates for 
1949-50 
Rs. 

Approxi- 

mate 

Savings 

Rs. 

I. Ministry ......... 

62,88,000 

2,38,000 

II. Savings on schemes and other items which have been pro¬ 
vided for in the budget but recommended to be postponed, 
abolished or otherwise curtailed .... 

1,64,66,000 

66,23,000 

Total 

2,27,54,000 

68,61,000 





ANNEXTJRE IV (para. 43.) 




Strength of Staff 



Year. No. of assessees. Revenue collected 

(in lakhs of Rupees). 

Expenditure 
(in lakhs of 
Rupees). 

Inspecting 

Commissioners- Assistant Com¬ 
missioners. 

Appellate 
■ Assistant 
Commis¬ 
sioners. 

Income Tax 
Officers. 

Examiners 
and In¬ 
spectors. 

1 2 3 

4 

5 6 

7 

8 

9 


1937-38 

2,83,753 

1582 

66 1 

* 





Figures not 

1938-39 

2,85,940 

1727 

67 y 

Figure s not readily available. 


readily 

1939-40 

2,72,038 

1935 

67 J 






available. 

1940-41 

3,63,532 

2592 

66 

7 


29 


274 


1941-42 

4,03,653 

4405(868)* 

60 

6 


29 


282 


1942-43 

3,84,715 

8576(2925)* 

57 

6 


30 


464 


1943-44 

3,89,074 

12914(5358)* 

59 

6 


30 


379 


1944-45 

4,23,173 

19129(9211)* 

61 

6 


30 


418 


1945-46 

4,28,485 

17855(7951)* 

68 

7 


36 


470 


1946-47 (a) 

4,47,495 

16057(6934)* 

150 

13 

33 


45 

801 

327 (In¬ 










spectors.) 

1947-48 (a) 

4,02,889 

13511(2839)* 

56 (6) 

11 

32 


39 

691 

281 

1948-49 

6,50,000 

15800(2109)* 

117 

11 

34 


39 

694 

285 

(R.E.) 












(a) For Indian Dominion only. 








(6) For Indian Dominion only from 15-8-47 to 31-3-48. 


♦Represent revenue from E.P.T. 



ANNEXURE V (Para. 46.) 


Statement shotting the scales adopted under the reorganisation scheme for fixation of THE strength of Income Tax Officers and 

Inspectors. 


Description of circle. 

Grade of Income 
Tax Officer 

All circles except EPT cir¬ 
cles, Bombay and Calcutta 
Company circles and 
Salary circles. 

All EPT Circles and ordi¬ 
nary Income Tax Circles Company and non-Company 

of Bombay City and Cal- EPT Circles in Bombay and Cal- Salary Circle Remarks, 

cutta City except Com- cutta cities, 

pany and non-Companv 

EPT Circles. 

Volume of work per Income Tax Officer Sanctioned. 

Grade I 

Grade II . 

Grade III . 

250 cases of category I 

750 cases of category II or 
1500 cases of category III 
1050 cases of category IV or 
1400 cases of category V 

200 cases of category I 150 cases of category I 

625 cases of category II or 500 cases of category II or The scale for 

1250 cases of category III 1000 cases of category III Inspectors in 

1050 cases of categoryIV or 1050 cases of category IV or 2500 cases of one Inspector 

1400 cases of category V 1400 cases of category V category V. for three Offi¬ 

cers, 

Category I assessment cases 

Category II assessment cases. 

Category III assessment cases. 

Category IV assessment cases. 

Category V assessment cases. 

Standard Units . 

Business incomes over Us. 25,000. 

Business incomes between Rs. 10,000 and Rs. 25,000. 

Business incomes between Rs, 5,000 and Rs. 10,000. 

All cases except categories I, II, III and V. 

Salary, refund 4 ‘no assessment” cases. 


One category I case = 5 categories II case= 10 categories III cases-15 categories IV cases = 20 categories V cases. 



ANNEXURE VI (Para. 51) 


Statement showing the figures for import and export trade {value in lakhs of rupees) through the three chief Ports Calcutta , 

Bombay and Madras of India, 


Year 

Imports 

Calcutta 

Exports 

Total 

Imports 

Bombay 

Exports 

Total 

Imports 

Madras 

Exports 

Total 

1937-38 

49,29 

79,74 

129,03 

73,31 

39,82 

113,13 

15,79 

14,84 

30,63 

1938-39 

48,3S 

71,87 

120,25 

59,80 

36,12 

95,92 

14,37 

12,04 

26,41 

1941-42 

49,55 

117,11 

166,66 

84,12 

63,92 

148,04 

13,73 

12,66 

26,39 

1945-46 

97,41 

131,52 

228,93 

100,82 

55,58 

156,40 

24,34 

44,68 

69,02 

1947-48 

105,28 

242,74 

348,02 

205,63 

82,44 

288,07 

71,27 

64,51 

165,78 £ 

1948-49 (1-4-48—30-9-48) 

57,02 

127,81 

184,83 

134,44 

42,83 

177,27 

41,01 

43,88 

84,89 


Note.— The above figures do not include Government stores for which separate figures for different ports are not available but whose 
total value is given below :— 



Year 


Imports 

Exports 

Total 

1937-38 . 



1,57 

48 

2,05 

1938-39 . 



1,46 

47 ■ 

1,93 

1941-42 . 



1,11 

1,54 

2,65 

1945-46 . 



. 47,30 

91 

48,21 

1947-48 , 



. 47,17 

15,62 

62,79 
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ANNEXURE VII (Para. 53) 
Central Excises Department 
Statement of Receipts and Expenditure 


Year. 


Revenue Expenditure 
(in lakhs of Rs.) (in lakhs of Rs.) 


1939- 40 

1940- 41 

1941- 42 

1942- 43 

1943- 44 

1944- 46 

1946-46 

1946- 47 

1947- 48 


Pre-partition .—- 

Post-partition 

1948- 49 . 

1949- 50 . 


6,62 

43 

9,19 

31 

12,84 

79 

12,64 

90 

24,15 

1,29 

35,45 

2,98 

42,74 

3,12 

35,47 

3,49f 

12,81* 

1,94 


22,98 * 

1,40 

50,25$ 

3,34$ 

69,27$ 

3,46$ 


Notes.— 

1. * Provisional figures. 

2. fRevised estimates. 

3. $ Budget estimates. 
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ANNEXURE VIII (Para. 56) 

Re-organisation of the Central Excise Department 

Central Board of Revenue's proposals 

These are based on a requirment of 3,500 Inspectors, with supervisory posts as shown 
below :<— 


Inspector* 

Py. Supdts, 

Supdts, 

Assistant 

Collectors 

Collectors 

450 


30 

30 

6 

1 

3,500 


234 

234 

47 

8 






Rs. 

8 

Collectors at Rs. 1,900 p.m. . 

. 

15,200 


Assistant Collectors at Rs. 600 p.m. 


28,200 

234 

Superintendents at Rs. 

450 . 


1,05,300 

234 

Deputy Superintendents at Rs. 275. 

. 

64,350 

3,500 

Inspectors at Ra. 150 

, 

* 

5,25,000 



Total cost per month 

7,38,050 



Total cost per annum 

7,38,050x12 






88,56,600 


Add cost of Directorate of Inspection as per details below 

2,13,600 

90,70,200 


1 

Director . . . . , 

1,900 

1 

Dy. Director. 

1,500 

2 

Assistant Directors . . * 

2,400 

20 

Inspecting Officers at Rs. 600 each 

12,000 


Cost per month ....... 

17,800 


Cost per year ....... 

2,13,600 


Economy Committee's Proposals 


1,600 

Supervisors at Rs. 70 

1,05,000 

2,500 

Inspectors at Ks. 150 ...... 

3,75,000 

350 

Tehsildars at Rs. 275 (Grade Rs. 200—10—350) 

96,250 

60 

Assistant Collectors at Rs. 600 

36,000 

12 

Collectors at Rs. 900 ...... 

1,08,000 

3 

Commissioners at Rs. 1,700 . 

5,100 


Coat per month 

6,28,150 


Annual cost , 

6,28,150x12 

Rs. 75,37,800 

or Rs. 75 lakhs. 


jy > B ..—Average pay of post has beep taken for calculation, 


GIPP—92—S72M of S'—6-5 49-202 








